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ACS/PREMENOS  Lew  Jenkins,  Chairman 

(formerly  ACS  Network  Systems)  Randall  King,  President  and  COO 

1000  Burnett  Avenue  Wholly  Owned  Subsidiary  of  Premenos 


Suite  200 

Concord,  CA  94520 
(415)  602-2000 

Corp. 

Total  Employees:  72(11/90) 

Total  Revenue,  Fiscal  Year  End 
12/31/89:  $8,000,000* 

‘Company  estimate 

The  Company 

ACS/Premenos  provides  electronic  data  interchange  (EDI) 
translation  and  communication  software  for  the  IBM  System/36, 
System/38  and  AS/400  family  of  computers. 

• The  company  was  founded  in  1986  as  Apparelnet,  named  after 
its  first  product  (a  software  product  for  the  apparel  industry). 
The  company's  name  was  changed  to  ACS  Network  Systems  in 
March  1987,  marking  an  expansion  of  its  EDI  software  to  other 
industries. 

• In  February  1990,  ACS  Network  Systems  sold  its  apparel 
software  product  business  (with  approximately  30  employees)  to 
Kurt  Salmon  Associates  (NJ)  and  Microdynamics  (TX).  This 
business,  which  is  now  called  ACS  Software  Products  Group, 
operates  out  of  Concord  (CA)  and  currently  has  40  employees. 

• Subsequent  to  the  sale,  Premenos  Corp.  was  formed  as  the  new 
parent  corporation  of  ACS  Network  Systems,  which  is  now 
referred  to  as  ACS/Premenos. 

ACS/Premenos  had  estimated  1989  revenue  of  $8  million. 
Company  management  states  that  revenue  growth  for  1990  is 
about  25%  over  1989  levels. 

Key  Products  and 
Services 

INPUT  estimates  ACS/Premenos  derived  over  90%  of  its  1989 
revenue  from  its  EDI  products  and  10%  from  related  custom 
programming  contracts. 

EDI/36,  EDI/38,  and  EDI/4XX  are  data  communications  and 
translation  software  products  for  EDI  applications.  The  products 
enable  users  without  prior  communications  experience  to 
implement  EDI  with  suppliers  or  trading  partners. 

November  1990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  2 


ACS/PREMENOS 


INPUT 


• The  software  supports  translation  of  the  ANSI  X12,  TDCC, 
UCS,  and  EDIFACT  standards  and  is  written  in  native  IBM 
Report  Program  Generator  (RPG)  code. 

• EDI/36  sells  for  $7,500.  EDI/38  sells  for  $9,000.  EDI/4XX 
ranges  in  price  from  $7,000  to  $18,000. 

ACS/Premenos  provides  third-party  network  links  for  AT&T, 
Agridata,  BT  Tymnet,  CDC  REDINET,  GE  Information  Services, 
Harbinger,  IBM  Information  Network,  Kleinschmidt,  Sterling 
Ordemet  Versions  2 and  3,  Railinc,  Sears,  Sprint,  Telecomm 
Canada,  Transettlements,  and  Western  Union. 

• ACS/Premenos  also  provides  predefined  communications 
modules  for  Chrysler  CTX,  Chrysler  Fast  Batch,  GMNet,  Ford 
Direct,  Ford  Motor,  KMart,  Service  Merchandise,  and 
Walmart. 

ACS/Premenos  sells  its  products  through  both  direct  and  indirect 
marketing  channels.  The  company  has  marketing  agreements  with 
selected  third-party  network  providers,  including  General  Electric, 
IBM,  AT&T,  BT  Tymnet,  Harbinger,  Sprint,  and  Control  Data,  as 
well  as  third-party  software  houses,  including  J.  D.  Edwards, 
Pansophic,  ASK  Computer  Systems  (Data3),  Island  Pacific,  System 
Software  Associates,  and  Freedman  and  Association. 

The  company  also  provides  contract  programming  and  other 
professional  services,  such  as  integrating  EDI/36,  EDI/38,  and 
EDI/4XX  with  other  applications.  These  services  are  performed 
on  a contract  basis. 

Industry  Markets 

ACS/Premenos  currently  provides  its  products  to  over  900  EDI 
customers  in  the  apparel,  automotive,  banking,  electronics, 
government,  medical,  retail,  software,  chemical,  petrochemical, 
paper,  pulp,  and  telecommunications  industries. 

Geographic 

Markets 

Over  85%  of  ACS/Premenos'  1989  revenue  was  derived  from  the 
U.S.  Less  than  15%  was  derived  from  international  sources. 

ACS/Premenos  has  a significant  user  base  in  Canada,  Europe, 
South  America,  and  the  Pacific  Rim. 
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Primary  Industry-Specific  Market:  Discrete  Manufacturing 


Advanced  Computer  Management  Corporation  (ACM) 

3001  West  Big  Beaver  Road 
Suite  402 
Troy,  MI  48084 
(313)  649-1800 

CEO:  Harve  C.  Light,  President 
Private  Company 
Founded:  1969 

Employees:  1 75  ( II /86) 

Revenue  (FYE  12/31/85):  $8  million* 


The  Company:  ACM  provides  IBM  minicomputer  professional  services  and  software 
products  to  the  discrete  manufacturing  and  retail  distribution 
industries 

Sources  of  Revenue: 

- Professional  Services  (70%) 

Application  Software  (30%) 

Key  Products  and  Services; 

- Application  Software  Products 

• MARS/2000  - Manufacturing  Software  (Utilizes  IBM  System  34  and  System  36 
computers) 

Capacity  Requirement  Planning 
Physical  Inventory  Control 

- Job/Inventory  Costing 

- Standard  Product  Costing 

- Purchase  Orders 

- Shop  Floor  and  Inventory  Control 

- MRP/MPS 

- Product  Data  Base 

• YARDSTICK  - Lumber  and  Hardware  Management  Accounting  System 
(Utilizes  IBM  System  36  computers) 

Billing 

Accounts  Receivable 
Lumber  Estimating 

- Sales  Analysis 

- SKU  (Stock  Keeping  Units) 

Point-of-Sale  Recording 

- Sales  and  Purchase  Budgets 


♦Company  estimate 
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- Stock  Status  Inventory 

- Physical  Inventory 

- Payroll 
Purchase  Orders 
Accounts  Payable 
General  Ledger/Financials 
Management  Information  Reports 

• Regency/38  - Financial  Software  (Utilizes  IBM  System  34  and  System  36 
computers) 

- Accounts  Payable 
Accounts  Receivable 

- Fixed  Assets 

- Payroll 

- General  Ledger 


Professional  Services 

• Custom  software  development 

• General  consulting 


Target  IrKlustries: 

- Discrete  manufacturing  (70%) 

- Retail  distribution  (30%) 


Geographic  Markets: 

- U.S.  (100%) 

Sales  Offices;  Chicago,  Houston,  Los  Angeles,  Indianapolis,  Atlanta 
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ADVANCED  DATA 
MANAGEMENT,  INC. 

15  Main  Street 
Kingston,  NJ  08528 
(609)  799-4600 


Barry  J.  Frankel,  President 
Private  Company 
Total  Employees:  20 
Total  Revenue,  Fiscal  Year  End 
10/31/90:  $2,000,000 


The  Company  Advanced  Data  Management,  Inc.  (ADM),  founded  in  1978, 

develops  and  markets  systems  software  products,  data  base 
application  design  and  development  services,  VAX/VMS 
timesharing,  and  outsourcing  of  VAX/VMS  production 
applications. 

ADM  is  a closely  held  corporation  with  approximately  $2  million 
in  annual  revenue,  20  employees,  and  over  300  clients.  Its 
corporate  mission  is  to  develop  and  market  system  productivity 
utilities  for  both  DEC/VAX  and  IBM  mainframe  markets. 

ADM's  strategy  is  to  attract  highly  talented  employees,  develop 
their  skills  and  talents  to  the  utmost,  and  challenge  them  to  deliver 
software  products  that  maximize  ADM's  client  data  processing 
investment. 


Key  Products  and  Approximately  62%  of  ADM's  fiscal  1990  revenue  was  derived 
Services  from  software  products,  35%  from  consulting  and  data  base 

application  design  and  development  services,  and  3%  from 
timesharing  and  outsourcing. 

ADM  currently  offers  the  following  software  products; 

• ADM's  primary  product  is  DRS* *^  (Data  Retrieval  System),  a 
high-performance  data  base  management  system  for  the 
VAX/VMS  environment.  There  are  currently  over  300  DRS 
installations  worldwide. 

• PJS^  (Personal  Job  Scheduler)  is  a personal  job  scheduler  for 
the  IBM  S/370,  MVS/ISPF/TSO  environment.  There  are  12 
PJS  installations. 

• DB  Diagrammer'^  is  a CA-IDMS  data  base  structure 
diagramming  tool  for  the  IBM  S/370,  MVS  environment. 
There  are  currently  five  installations  of  the  product. 


May  1991 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  2 


ADVANCED  DATA  MANAGEMENT,  INC. 


INPUT 


ADM  consulting  personnel  have  experience  in  the  design  and  ^ 

development  of  text  retrieval,  library  services,  engineering 
configuration  management,  international  telephone  yellow  pages 
management,  natural  resources  management,  pharmaceutical 
documentation  management,  financial,  and  manufacturing  control 
applications. 

Industry  Markets 

ADM's  revenue  is  derived  from  commercial  customers  and 
government. 

Clients  include  Comstow  Information  Services,  the  Ministry  of 
Natural  Resources  (Ontario,  Canada),  Interactive  Control 
Technology,  Banker's  Trust  Company,  Army  Materials  Technology 
Laboratory,  Digital  Equipment  Corporation,  ITT  World 
Directories,  Naval  Surface  Warfare  Center,  and  Township  High 
School. 

Geographic 

Markets 

ADM  derived  45%  of  fiscal  1990  revenue  from  the  U.S.,  5%  from 
Canada,  and  50%  from  other  international  sources,  including 
Europe  and  Asia. 

Computer 
Hardware  and 
Software 

ADM  maintains  a DEC  VAX  11/780  and  a MicroVAX  operating 
under  VMS  at  its  headquarters  location  in  support  of  its 
timesharing  and  outsourcing  services. 

<9 
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March  1996 

ADP  Financial  Services 


CEO:  Joseph  B.  Pirret 

175  Jackson  Plaza 
Ann  Arbor,  Ml  48106 
Phone:  (313)769-6800 

Fax:  (313)995-9136 


Status:  Operating  Unit 

Parent:  Automatic  Data  Processing,  Inc. 

Employees:  125  (1/96) 


Key  Points 

• In  February  1994,  Automatic  Data 
Processing  (ADP)  acquired  Advantage 
Systems,  Inc. 

• Advantage’s  operations  were  merged  with 
ADP’s  Financial  Services  business  unit. 
Both  organizations  have  a focus  on  the 
electronic  banking  market,  selHng 
primarily  to  the  top  300  financial 
institutions  offering  cash  management 
services. 

• The  ADP  Financial  Services  division  offers 
one-stop  shopping  for  financial  institutions 
that  wish  to  deliver  wholesale  electronic 


banking  applications  to  customers  ranging 
from  small  businesses  to  large 
corporations. 

• FORTExpress  was  announced  January  4, 
1995.  This  service  offers  the  FORTE 
software  product  on  an  outsourcing  basis. 

• FORTE  for  Windows  Version  2.2  was 
released  in  October  1995. 

• The  company  plans  to  deliver  an  Internet 
product  in  mid- 1996. 

Company  Description 

ADP  Financial  Services  provides  electronic 
banking  software  and  outsourcing  services  in 
partnership  with  more  than  200  financial 
institutions. 
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ADP  Financial  Services  is  a business  unit  of 
ADP,  the  leading  provider  of  payroll 
processing  services. 

Mission  Statement 

ADP  Financial  Services  is  dedicated  to 
delivering  a range  of  services  supporting 
both  outsourced  and  in-house  operations.  Its 
strategy  is  to  establish  long-term 
partnerships  with  its  clients  and  to  develop, 
support,  and  enhance  flexible,  rehahle 
products  that  allow  chents  to  leverage  their 
individual  strengths. 

Company  Strategy 

ADP  Financial  Services’  strategy  is  to 
provide  software  solutions  and  services  to 
financial  services  institutions  and 
corporations  for  payments,  collections  and 
related  services. 

The  company  targets  regional  and  money 
center  commercial  banks  and  corporations 
that  need  to  secure  access  to  information 
and  transaction  initiation. 

Organization  and  Structure 

ADP  Financial  Services  is  a separate 
operating  group  that  reports  directly  to 
ADP's  Treasurer,  Joseph  Pirret. 

ADP  Financial  Services’  main  facihties  are 
in  Ann  Arbor  (MI)  and  Waltham  (MA). 

Market  Financials 

One  hundred  percent  of  ADP  Financial 
Services’  revenue  is  derived  from  the 
financial  services  industry. 

Approximately  30%  of  revenue  is  derived 
from  software  products  and  70%  from 
outsourcing  services. 


Geographic  Markets 

The  majority  of  ADP  Financial  Services’ 
revenue  is  derived  from  North  America.  The 
unit  also  derives  revenue  from  Europe, 

South  America,  and  Austraha. 

Acquisitions 

In  February  1994,  ADP  acquired  Advantage 
Systems,  Inc.  of  Waltham  (MA). 

• Advantage  Systems,  founded  in  1982, 
provided  wholesale  electronic  banking 
software  products,  network  services  and 
consulting  professional  services  to  the 
financial  services  industry.  Its  key  product 
was  the  FORTE  Financial  Services  System 
for  cash  management. 

• Advantage  Systems  was  privately  held  and 
had  approximately  65  employees  at  the 
time  of  the  acquisition. 

Employees 

ADP  Financial  Services  has  approximately 
125  employees,  segmented  as  follows: 


Marketing 5 

Sales 10 

Customer  service 22 

Technical  support 8 

End-user  support 10 

Voice  Center 28 

Research  and  development 35 

Administrative 7 


125 

Key  Products  and  Services 

FORTExpress  and  FORTE  for  Windows 
allow  banks  to  dehver  a range  of  cash 
management  services. 

• Services  include: 

- Monitoring  of  account  balances 
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- Making  payments  and  transferring 
money 

- Verifying  whether  transactions  have 
been  processed 

- Stopping  payments  on  checks 

- Concentrating  funds  from  regional  offices 
or  locations 

- Checking  current  investment  rates 

- Interfacing  with  other  bank  systems  on- 
hne 

- Receiving  other  current  financial 
information 

• FORTE  runs  on  fully  fault-tolerant  Stratus 
minicomputers. 

• FORTE  is  currently  used  by  more  than  70 
banks  worldwide  to  provide  services  to 
more  than  35,000  corporations. 

FORTExpress  offers  access  to  FORTE 
software  on  an  outsourcing  basis. 

CashExpress  is  the  selective  outsourcing  of 
specific  cash  management  services, 
including: 

• Data  Interchange  (multibank  reporting) 

• Cash  concentration 

• MIS  reporting 

• Voice  Center  data  collection 

• Networking  (via  VAN  services) 

• Touchtone  services 


Marketing  and  Sales 

ADP  Financial  Services’  strategy  is  to 
provide  high-quahty  software  and 
outsourcing  services  through  close 
partnership  with  its  customers. 

The  company  sells  its  products  and  services 
through  its  direct  sales  force.  Sales  offices 
are  located  in  Waltham  (MA),  Chicago  (IL), 
Ann  Arbor  (MI),  and  Dallas  (TX). 

Competitors 

ADP  Financial  Services’  primary  competitors 
include  Checkfree,  National  Data 
Corporation,  and  Harbinger. 


Parent  Company 

Automatic  Data  Processing,  Inc. 
One  ADP  Boulevard 
Roseland,  NJ  07068 
Phone:  (201)  994-5000 
Fax:  (201)  994-5387 
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ADP  Financial  Services 


CEO: 

175  Jackson  Plaza 
Ann  Arbor,  Ml  48106 
Phone: 

Fax: 


Joseph  B.  Pirret 


(313)  769-6800 
(313)  995-9136 


Status:  Operating  Unit 

Parent:  Automatic  Data  Processing,  inc. 

Employees:  140  (1/95) 


Key  Points 

• In  February  1994,  Automatic  Data  Processing 
(ADP)  acquired  Advantage  Systems,  Inc. 

• Advantage's  operations  were  merged  with  ADP’s 
Financial  Services  business  unit.  Both 
organizations  shared  a focus  on  the  electronic 
banking  market,  selling  primarily  to  the  top  300 
financial  institutions  offering  cash  management 
services. 

• The  new  ADP  Financial  Services  offers  one-stop 
shopping  for  financial  institutions  looking  to 


deliver  wholesale  electronic  banking  applications 
to  customers  ranging  from  small  businesses  to 
large  corporations. 

• FORTExpress  was  announced  January  4,  1995. 
This  service  offers  the  FORTE  software  product 
acquired  with  Advantage  on  an  outsourcing  basis. 

• FORTE  for  Windows  Version  2.0  was  released  in 
November  1994. 

Company  Description 

ADP  Financial  Services  provides  electronic  banking 
software  and  outsourcing  services  in  partnership 
with  more  than  200  financial  institutions. 

ADP  Financial  Services  is  a business  unit  of  ADP, 
the  leading  provider  of  payroll  processing  services. 
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Mission  Statement 

ADP  Financial  Services’  mission  is  to  assist 
financial  institutions  in  selling  and  supporting 
Treasury'  Management  Serviees  in  their  respective 
marketplaces. 

Company  Strategy 

ADP  Financial  Services’  strategy  is  to  provide 
software  solutions  and  services  to  financial  services 
institutions  and  corporations  for  payments, 
collections  and  related  services. 

Tlie  company  targets  regional  and  money  center 
commercial  banks  and  corporations  looking  to 
secure  their  transactions  and  information. 

Organization  and  Structure 

ADP  Financial  Services  is  a separate  operating 
group  that  reports  directly  to  ADP’s  Treasurer, 
Joseph  Pirret. 

ADP  Financial  Services'  main  facilities  are  Ann 
Arbor  (MI)  and  Waltham  (MA). 

Market  Financials 

One  hundred  percent  of  ADP  Financial  Services 
revenue  is  derived  from  the  financial  scrv'iccs 
industry. 

Approximately  30%  of  revenue  is  derived  from 
software  products  and  70%  from  outsourcing 
scrv'ices. 

Geographic  Markets 

The  majority  of  ADP  Financial  Services'  revenue 
is  derived  from  North  America.  The  unit  also 
derives  revenue  from  Europe.  South  America  and 
Asia. 

Acquisitions 

In  February  1994,  ADP  acquired  Advantage 
Systems,  Inc.  of  Waltham  (MA). 

• .Advantage  Systems,  founded  in  1982,  provided 
wholesale  electronic  banking  software  products. 


network  services  and  consulting  professional 
serv'ices  to  the  financial  services  industry.  Its  key 
product  is  the  FORTE  Financial  Services  System 
for  cash  management. 

• Advantage  Systems  was  privatelv’  held  and  had 
approximately  65  employees  at  the  time  of  the 
acquisition. 

Employees 

ADP  Financial  Services  has  approximately  140 

employees,  segmented  as  follows: 


Marketing 7 

Sales 15 

Customer  service 22 

Technical  support 5 

End  user  support 10 

Voice  Center 28 

Research  and  development 44 

Administrative 9 


140 

Key  Products  and  Services 

FORTE  and  FORTE  for  Windows  allow  banks  to 
deliver  a range  of  cash  management  services. 

• Services  include: 

- Monitoring  of  account  balances 

- Verifv  ing  whether  transactions  have  been 
processed 

- Making  pavrnents  and  transferring  money 

- Stopping  payments  on  checks 

- Concentrating  funds  from  regional  offices  or 
locations 

- Checking  current  investment  rates 

- Interfacing  with  other  bank  systems  on-line 

- Receiving  other  current  financial  information 
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• FORTE  runs  on  fully  fault-tolerant  IBM 
System/88  Status  minicomputers. 

• FORTE  is  currently  used  by  more  than  70  banks 
worldwide  to  provide  services  to  more  than 
25,000  corporations. 

FORTExpress  offers  access  to  FORTE  software 
on  an  outsourcing  basis. 

Global  File  Transfer  (GFX)  is  an  Advantage 
communications  product  that  operates  in 
conjunction  with  FORTE  or  as  a standalone 
product.  GFX  supports  fully  automated, 
computer-to-computer  exchange  of  financial 
information. 

CashExpress  is  the  selective  outsourcing  of  specific 
cash  management  services,  including: 

• Data  Interchange  (Multi-Bank  Reporting) 

• Cash  concentration 

• MIS  reporting 

• Voice  Center  data  collection 

• Networking  (via  VAN  services) 

• Touchtone  services 

Business  Express/PC  offers  electronic  banking  for 
the  small  business  market.  The  Business 
Express/PC  offering  combines  PC  software  with 
information  delivery  and  support  services  provided 
on  an  outsourcing  basis.  The  following  capabilities 
are  part  of  Business  Express/PC: 

• Balance  reporting 

• Funds  transfer 

• Account  reconciliation 

• Loan  line  reporting 


• Direct  deposit  of  pay  roll 

• Electronic  forms 

Marketing  and  Sales 

ADP  Financial  Services'  strategy  is  provide  high 
quality  software  and  outsourcing  services  through  a 
close  partnership  with  its  customers. 

The  company  sells  its  products  and  services 
through  its  direct  sales  force.  Sales  offices  are  in 
Waltham  (MA),  Philadelphia  (PA),  Cheiago  (IL), 
Ann  Arbor  (MI),  Dallas  (TX)  and  Denver  (CO) 

Competitors 

ADP  Financial  Services’  primary  competitors 
include  DISC,  National  Data  Corporation  and 
Harbinger. 


Parent  Company 

Automatic  Data  Processing,  Inc. 
One  ADP  Boulevard 
Roseland.  NJ  07068 
Phone:  (201)994-5000 
Fax:  (201)  994-5387 
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AGS  COMPLTTERS,  INC 
I 139  Spruce  Drive 
Mountainside,  NJ  07092 
(201)  654-4321 


Lawrence  J.  Schoenberg,  Chairman  and 
CEO 

Joseph  Abrams,  President  and  COO 
Public  Corporation,  NYSE 
Total  Employees:  3,091 
Total  Revenue,  Fiscal  Year  End 
12/31/86:  $381,497,000 
Computer  Services  Revenue: 
$159,700,000 


THE  COMPANY 

• AGS  Computers,  Inc.  (AGS),  incorporated  in  1967,  provides  custom  software 
development,  professional  services,  and  systems  and  application  software 
products  primarily  for  the  telecommunications,  banking  and  finance,  and 
computer  manufacturing  industries.  AGS  also  distributes  microcomputer- 
related  software  and  hardware  to  resellers. 

• Total  1986  revenue  reached  $381.5  million,  a 37%  increase  over  1985  revenue 
of  $278.9  million.  Net  income  increased  17%  from  $7.5  million  in  1985  to  $8.8 
million  in  1986.  Computer  services  revenue  reached  $159.7  million,  a 36% 
increase  over  1985  computer  services  revenue  of  $1  17.4  million.  A five-year 
financial  summary  follows: 
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AGS  COMPUTERS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


Fiscal  Year 
Item  ' — 

1986 

1985 

1984 

1983 

1982 

Total  revenue  (a) 

. Percent  Increase 

$381.5 

$278.9 

$ 

221.6 

$ 

145.3 

$64.7 

from  previous  year 

37% 

26% 

52% 

125% 

68% 

Computer  services  revenue 
. Percent  Increase 

$ 

159.7 

$ 

117.4 

$ 

97.2 

$ 

53.8 

$37.2 

from  previous  year 

36% 

21% 

81% 

45% 

45% 

Income  before  taxes 
. Percent  Increase 

$ 

18.4 

$ 

15.1 

$ 

13.4 

$ 

10.9 

$ 5.1 

from  previous  year 

22% 

13% 

23% 

114% 

46% 

Net  Income 
. Percent  Increase 

$ 

8.8 

$ 

7.5 

$ 

5.8 

$ 

5.8 

$ 2.5 

from  previous  year 

17% 

29% 

- 

132% 

39% 

Net  earnings  per  share  (b) 
. Percent  Increase 
(decrease)  from 

$ 

1.56 

$ 

1.43 

$ 

I.ll 

$ 

1.25 

$0.73 

previous  year 

9% 

29% 

(1  1%) 

71% 

28% 

(a)  Revenues  for  years  prior  to  1986  have  been  restated  to  reflect  a change  In  the 
method  of  accounting  for  Interest  Income. 

(b)  Fully  diluted 


• Revenue  for  the  six  months  ending  June  30,  1987  reached  $229.9  million,  a 
34%  Increase  over  revenue  of  $171.7  million  for  the  same  period  In  1986. 
Computer  services  revenue  Increased  42%  from  $64  million  to  $90.7  million 
for  the  period.  Net  Income  was  approximately  $6.3  million,  compared  to  $3.7 
million  for  the  same  period  a year  ago. 

• Recent  acquisitions  made  by  AGS  Include  the  following: 

In  January  1986  AGS  completed  Its  acquisition  of  CompuServe,  a 
Canadian  distributor  of  microcomputer  products,  for  $5  million. 
CompuServe  has  been  merged  Into  MIcroamerIca,  Inc.  and  will  continue 
to  operate  as  an  Independent  Canadian  company. 
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In  June  1986  AGS  completed  its  acquisition  of  Genasys  Corporation,  a 
privately-held  professional  services  company  with  revenue  of  approxi- 
mately $8  million  for  its  fiscal  year  ended  June  30,  1985.  Genasys  now 
operates  as  a subsidiary  of  AGS  and  provides  professional  services, 
primarily  custom  software  development,  for  federal,  state,  and  local 
governments. 

In  December  1986  AGS  acquired  Vista  Concepts,  Inc.  for  approximately 
$19.5  million.  Vista  Concepts,  with  annual  revenue  of  approximately 
$18  million,  provides  application  software  products  to  the  financial 
services  industry. 

During  1986  AGS  also  acquired  the  following  software  systems  devel- 
opment companies  for  a total  of  approximately  $6.7  million. 

. Advanced  Programming  Resolutions,  Inc.  of  Columbus  (OH).  It 
now  operates  APR,  Inc.,  a subsidiary  of  AGS  within  the  AGS 
Information  Services  unit. 

. Systemtech,  Inc.  of  Dallas  (TX).  It  now  operates  as  a branch 
office  of  AGS  Information  Services. 

. Select  branches  of  another  firm  in  Houston  (TX)  and  San  Diego 
(CA). 

During  the  second  quarter  of  1987  AGS  acquired  the  following 
companies: 

. Computer  Consultants,  Inc.,  a Detroit-based  system  develop- 
ment company  with  40  employees,  now  operates  as  a branch 
office  within  the  AGS  Information  Services  unit. 

. Interactive  Technology  Corporation,  a provider  of  cash 
management  financial  software  products,  was  merged  into  DISC, 
Inc. 

• AGS  is  organized  into  three  business  areas  as  follows: 

The  AGS  Systems  Development  and  Consulting  Services  business  unit 
provides  custom  software  development  and  systems  integration 
services  through  the  following  units: 

. AGS  Information  Services  Inc.,  headquartered  in  Mountainside 
(NJ),  consolidates  AGS's  systems  development  and  Software 
Design  Associates,  Inc.  operations  into  one  unit. 

. APR,  Inc.  was  acquired  during  1986. 

. Erdman,  Anthony  and  Associates,  Inc.,  headquartered  in 
Rochester  (NY),  was  acquired  in  January  1982. 
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. AGS  Genasys  Corporation,  headquartered  in  Rockville  (MD),  was 
acquired  In  June  I 986. 

. Eastern  Design  Company,  Inc.,  headquartered  in  White  Plains 
(NY),  was  acquired  by  AGS  in  1981. 

Currently,  four  AGS  subsidiaries  develop  and  market  software 

packages. 

. AGS  Management  Systems,  Inc.,  headquartered  in  King  of 
Prussia  (PA),  was  formed  in  1982  following  the  acquisitions  of 
International  Systems,  Inc.  and  Atlantic  Software  Inc.  This  unit 
develops  and  markets  project  management  and  development 
methodology  systems. 

. DISC,  Inc.,  headquartered  In  Baltimore  (MD),  was  acquired  in 
June  1983.  This  unit  provides  cash  and  account  management 
software  products  for  banks. 

. Systems  Strategies,  Inc.,  headquartered  in  New  York  City,  was 
acquired  in  December  1984.  This  unit  provides  a line  of  com- 
munications software  products. 

. Vista  Concepts,  Inc.,  headquartered  in  New  York  City,  was 
acquired  in  December  1986.  This  unit  provides  software 
products  and  consulting  for  securities  processing  and  personal 
trust  applications. 

Distribution  services  are  provided  as  follows; 

. AGS  System  Forms,  Inc.  distributes  office  supplies,  business 
forms,  and  similar  products. 

. Microamerica,  Inc.  and  CompuServe  distribute  microcomputer- 
related  hardware  and  software  to  resellers. 

As  of  December  31,  1986,  AGS  had  3,091  employees,  segmented  as  follows; 


Marketing/sales 

293 

Computer  operations 
Customer  support, 
software  services,  and 
research  and  development 

358 

2,104 

General  and  administrative 

336 

3,091 
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• Major  competitors  for  each  of  AGS'  product  and  service  segments  include: 

System  development  services:  Computer  Task  Group,  CAP  Gemini, 

Arthur  Andersen,  and  Electronic  Data  Systems. 

Methodology  software  and  services;  Arthur  Andersen. 

Banking  software;  Hogan  Systems,  Systematics,  and  UCCEL. 

Telecommunications  software;  Control  Data  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  31%  of  1986  revenue  was  derived  from  system  development 
professional  services,  I 1%  from  software  products/distribution,  and  58%  from 
microcomputer  distribution.  A three-year  summary  of  source  of  revenue 
follows  ($  millions); 


Fiscal  Year 

1986 

1985 

1984 

Item 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Computer  services 
System  development 
services 

$ 1 18.3 

31% 

$ 95.6 

34% 

$ 79.2 

36% 

Software  products 

22.3 

6 

21.8 

8 

18.0 

8 

Software 
distribution  (a) 

19.1 

_5 

_ 

_ 

_ 

Total  computer 
services 

$ 159.7 

42% 

$ 1 17.4 

42% 

$ 97.2 

44% 

Noncomputer  services 
Microcomputer 
distribution 

$221.8 

58% 

$ 161.5 

58% 

$ 124.0 

56% 

Total  revenue 

$381.5 

100% 

$278.9 

1 00% 

$221.2 

100% 

(a)  Includes  revenue  from  software  distributed  by  CompuServe  which  AGS  reports  in 
its  Microcomputer  Distribution  business  segment. 


• Contribution  to  1986  profits  of  $25.5  million  by  business  area  follows: 
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System  development  48% 

Hardware  distribution  41 

Software  products  8 

Software  distribution  3 


100% 

• AGS  has  multiple  target  vertical  markets.  The  banking  and  finance  and 
telecommunications  industries  each  represent  25%  of  revenue,  while  the 
computer  industry  accounts  for  20%  and  government  for  13%. 

• AGS  provides  contract  programming  professional  services  which  supply  pro- 
grammers, analysts,  project  leaders,  and  managers  to  develop  and  enhance 
management  information  systems,  communications  systems,  and  operating 
systems  software  for  its  customers. 

AGS  provides  its  system  development  services  on  a contract  basis 
which  are  billed  on  a time  and  expenses  or  fixed  price  basis. 

AGS  Information  Services  (formerly  AGS  Systems  Development),  AGS' 
original  business,  has  provided  services  to  AT&T  since  1970.  As  a 
result  of  this  association,  AGS  has  a large  consulting  staff  experienced 
in  the  UNIX  operating  system.  Since  the  AT&T  divestiture,  AGS  also 
supplies  services  to  other  computer  company  customers  and  to  end-user 
customers  (large  corporations  that  purchase  UNIX-based  systems). 

. AGS  was  engaged  in  more  than  100  projects  for  AT&T  and  its 
affiliates  at  the  end  of  1986. 

Genasys,  acquired  in  June  1986,  provides  professional  services  including 
custom  software  development  and  EDP  management  consulting 
primarily  to  federal,  state,  and  local  governments. 

. The  range  of  services  available  for  the  development,  enhance- 
ment, and  operation  of  software  systems  include  requirements 
analysis;  systems  analysis,  design,  and  specification;  program- 
ming, testing  and  implementation;  and  documentation.  Genasys 
also  provides  technical  and/or  user-oriented  training;  systems 
operation,  support,  and  maintenance;  systems  evaluation  and 
audit;  and  configuration  management. 

. Custom  software  expertise  includes  financial  management, 
administrative  information,  logistics,  audit,  inventory, 
marketing,  material  management,  modeling,  personnel,  and 
procurement  applications. 

. Genasys  has  experience  designing  software  for  a variety  of 
mainframes,  including  IBM,  Control  Data,  and  Univac,  and  for 
minicomputers,  including  Basic  Four,  Data  General,  and  DEC. 
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. Federal  Success  is  a financial  management  system  for  federal 
and  state  government  agencies.  It  Is  an  on-line  system  including 
complete  encumbrance  and  general  ledger  accounting,  providing 
management  information  for  proper  departmental  financial 
control. 

Two  smaller  subsidiaries,  Erdman,  Anthony  and  Associates  and  Eastern 
Design  Associates,  also  provide  contract  programming  and  engineering 
services. 

• AGS  provides  software  products  through  four  subsidiaries.  Products  and 
services  offered  by  each  are  as  follows: 

AGS  Management  Systems  provides  systems  development  methodology 
software  and  consulting  services. 

. Current  software  products  include  the  following: 

PAG  II  - Project  Management  System,  introduced  in  1975, 
is  designed  to  schedule  multi-projects  with  limited  or 
unlimited  resources.  PAC  II  also  produces  more  than  36 
standard  reports  and  offers  a report  writer  to  create 
custom  reports. 

. PAC  II  is  available  for  IBM,  Honeywell,  Unisys, 
DEC,  and  Wang  mainframes  and  minicomputers. 
An  average  price  for  a PAC  II  one-time  license  fee 
is  $44,000. 

. There  are  currently  2,300  installations. 

PAC  III  - Project  Management  System,  introduced  in 
1979,  is  an  interactive  network  scheduling  and  cost 
processing  system  that  can  direct  and  track  complex 
multi-task  projects  across  functional  lines.  PAC  III  can 
be  used  by  many  groups  within  a company  to  provide  a 
single  standard  for  project  management.  The  system 
includes  standard  reports  and  a report  writer  for 
customized  reports. 

PAC  III  is  available  for  IBM  360/370,  30XX,  40XX, 
and  System  38  and  DEC  VAX  and  MicroVAX  II 
computer  systems.  An  average  price  for  a PAC  III 
one-time  license  fee  on  the  MicroVAX  is  $30,000 
and  $62,000  on  other  systems. 

. There  are  currently  120  installations. 
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WINGS  is  an  on-line  project  management  system 
providing  rapid  response,  immediate  update,  and  "what  if" 
facilities.  WINGS  is  currently  available  on  IBM  (TSO, 
CMS),  VAX  and  MicroVAX  (VMS),  3B2  (UNIX),  and  ICL 
computers  (UNIX).  This  system  also  provides  quick 
reporting  and  analysis  capabilities. 

PAG  MICRO  is  a micro-based  multi-project  management 
system  designed  for  a manager's  personal  project  control 
requirements.  PAG  MICRO  can  be  uploaded  to  PAG  II 
and  PAG  III  and  contains  an  optional  plotter  graphics 
module  for  Gantt  arid  Network  Plots.  It  is  available  for 
IBM-XT,  AT,  or  equivalent  computers. 

Earned  Value/Performance  Measurement  System  assists 
in  performing  detailed  cost  analysis  and  performance 
trend  analysis  on  projects.  Contracts  can  be  analyzed 
across  multiple  programs  and  specific  projects  within  a 
contract.  Reports  may  be  organized  by  work  breakdown 
structure,  organization,  or  cost  account  code.  Graphics 
capabilities  are  Included  In  the  system. 

. The  software  meets  Department  of  Defense, 
National  Aeronautics  and  Space  Administration, 
Department  of  Energy,  and  other  government 
reporting  requirements. 

. The  system  can  be  integrated  Into  PAG  II  or  PAG 
III  systems  or  used  as  a standalone  system.  The 
system  is  available  for  IBA^  30XX,  IBM  40XX,  and 
DEC  VAX  computers.  A one-time  license  fee 
averages  $40,000. 

PLOTTER  GRAPHICS  time-phased  network  graphics  and 
bar  chart  diagrams  produced  on  a pen  plotter  can  be  used 
with  the  PAG  and  WINGS  systems.  Critical  activities, 
status,  progress,  and  remaining  time  can  be  displayed 
based  on  the  latest  Intelligence. 

MANAGEMENT  GRAPHICS,  for  the  PAG  and  WINGS 
systems,  are  displays  of  the  status  of  various  projects, 
activities,  resources,  etc.  Cost,  time,  and  dates  are 
displayed  on  a color  or  monochrome  terminal  In  Gantt, 
histogram,  line,  and  pie  chart  formats. 

PRINTER  GRAPHICS  produce  a network  chart  displaying 
activities  and  dependencies  in  network  order.  Printed  on 
a line  printer,  this  display  Is  available  on  the  PAC  II  and 
PAC  III  systems  and  IBM  and  DEC  VAX  computers. 
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SDM/STANDARD  METHODOLOGY  is  a set  of  methods, 
estimating,  documentation,  and  administrative  guidelines 
to  help  systems  developers  build  information  systems  that 
meet  user  requirements. 

SDM/STRUCTURED  METHODOLOGY  is  a methodology 
similar  to  SDM/STANDARD,  but  incorporating  the  latest 
structured  analysis,  design,  and  programming  techniques, 
including  data  modeling. 

MULTI/CAM  is  a computer-aided  systems  engineering 
workstation  system  that  manages  systems  development 
on  the  PC  independently  with  a direct  connection  to  the 
mainframe  system  for  storage  or  retrieval  of  forms, 
graphics,  and  text.  Functions  currently  include  multiple 
systems  development  life  cycles,  prioritizing,  estimating, 
scheduling,  text  editing,  document  processing,  graphics, 
and  electronic  mail. 

CAM  (Computer  Aided  Methodology)  Is  an  integrated 
micro-based  methodology  incorporating  PAC  MICRO, 
ESTIPLAN,  ISRE,  and  the  systems  development  and 
systems  management  guidelines  from  the  SDM  products 
described  above. 

ESTIPLAN  is  a micro-based  project  estimating  system 
that  can  be  used  as  macro  or  as  a detailed  estimator 
using  methodology  phases,  activities,  and  tasks. 

ISDM  (Interactive  Systems  Development  Methodology)  is 
the  initial  phases  of  SDM/Structured  on  an  IBM-XT,  IBM- 
AT,  or  equivalent.  It  allows  the  analyst/programmer  to 
create  and  manipulate  forms  and  test  with  help  screens. 

. Consulting  services  offered  include  integrating  project  manage- 
ment systems  into  the  client's  environment.  Improving  esti- 
mating techniques,  determining  corrective  procedures  for  use 
when  projects  get  out  of  control,  estimated  earned  value  deter- 
mination, and  scheduling  and  resource  loading  techniques. 

Systems  Strategies  Inc.  provides  the  following  communications 

software  products: 

. Systems  Strategies  provides  a line  of  communications  software 
products  which  allow  mini,  microcomputer,  and  PBX  systems  to 
communicate  with  mainframes  or  networks  using  SNA/SDLC, 
bisynchronous,  or  X.25  protocols.  They  allow  small  computer 
systems  with  standard  ASCII  terminals  and  printers  to  communi- 
cate and/or  operate  just  as  remote  IBM  devices  would.  These 
products  are  all  written  in  the  "C"  programming  language  using 
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an  architecture  which  makes  the  products  both  hardware-  and 
operating  system-independent,  and  thus  portable  to  both  UNIX 
and  non-UNIX  operating  system  environments  and  to  single- 
processor and  multi-processor  hardware  architectures.  These 
emulation  products  include; 

cSNA/LU6.2  is  a full  implementation  of  IBM's  LU6.2  and 
PU2. 1 protocols,  supporting  Advanced  Program-to- 
Program  Communication  (APPC)  facilities. 

cSNA/DIA  is  a software  interface  to  Document  Inter- 
change Architecture,  providing  document  exchange 
capability  and  DISOSS  access. 

cSNA/SNADS  provides  SNA  Distribution  Services  connec- 
tivity for  store-and-forward  document  distribution. 

cSNA/3270  allows  a mini  or  micro  system  with  standard 
terminals  and  printers  to  emulate  an  IBM  3274  cluster 
controller  and  devices  and  interfaces  with  IBM  main- 
frames over  SNA. 

cSNA/RJE  emulates  a fully  configured  3770  Multiple 
Logical  Unit  workstation  for  Remote  Job  Entry  batch 
processing. 

cBSC/3270  allows  a mini  or  micro  system  to  emulate  an 
IBM  3270  cluster  controller  operating  in  BiSync  mode. 

cBSC/RJE  emulates  all  of  the  IBM  2780,  3780,  and  HASP 
Remote  Job  Entry  workstations  and  protocols  for  batch 
file  transfers. 

cX.25  is  a software  interface  that  allows  application 
programs  to  Interface  with  a variety  of  packet-switched 
networks  such  as  Telenet,  Tymnet,  Datapac,  and 
Accunet. 

Systems  Strategies  also  has  developed  an  extensive  set  of  test 
products  for  Its  3270,  3770,  and  bisync  emulation  products. 
These  are  used  by  product  vendors  to  test  their  own  products  as 
well  as  by  hardware  vendors  and  users.  These  test  products 
include  TESTAPPC,  TESTSNA/3270,  TESTBSC/3270,  and 
EX3278. 
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. Systems  Strategies  also  offers  the  VAX  Link  family  of  com- 
munications software  for  connecting  DEC'S  VAX  and  MicroVAX 
systems  to  IBM  mainframes  and  minis.  Connectivity  products 
include  SNA/3270,  BSC/3270,  SNA/RJE,  BSC/RJE,  LU6.2,  DIA, 
SNADS,  and  X.25.  The  software  Is  available  on  VAX  and 
MicroVAX  systems  under  ULTRIX,  UNIX,  and  VMS  operating 
systems. 

DISC,  Inc.  provides  software  products  for  IBM  and  other  mainframes  to 

the  banking  industry.  These  products  are  used  by  more  than  300  major 

banks  in  the  U.S.  and  Canada,  including  70  of  the  top  100.  The  applica- 
tions offered  include  the  following: 

. DISC  Due-from  Reconcilement  System  (Due-rec)  is  a cash 
management  system  that  automates  the  total  due-from  account 
reconcilement  function  for  major  banks  and  corporations. 

. DISC  Account  Reconcilation  Package  (ARP)  is  a cash  manage- 
ment system  for  check  reconcilation  and  complete  account 
balancing. 

. DISC  Combined  Interest  Reporting  System  (IRS)  is  a system  for 
government  reporting  of  all  required  financial  institution  infor- 
mation (interest,  dividends,  mortgage  information,  etc.).  All 
regulatory  reporting  requirements  for  forms  and  magnetic  media 
are  approved  by  the  IRS. 

. DISC  Retirement  Reporting  System  (RRS)  allows  a bank  to 
completely  automate  the  processing,  analysis,  reporting,  and 
distribution  functions  from  all  of  its  retirement  plans  for  each 
customer.  All  regulatory  reporting  requirements  for  forms  and 
magnetic  media  are  approved  by  the  IRS. 

. DISC  Travelers  Check  System  (TCS)  Is  a travelers  check 

management  system  for  processing  Visa,  Mastercard,  and  other 
travelers  checks  by  providing  control  of  travelers  checks  inven- 
tory from  the  initial  check  printing  order  to  the  final  disposition 
of  each  check. 

. DISC  Time  Deposit  System  (TDS)  is  an  on-line  system  that 
allows  major  banks  to  control  and  analyze  their  time  deposit 
function.  It  handles  all  forms  of  time  deposits  and  all  types  of 
retirement  account  processing. 

. DISC  Large  Cash  Reporting  System  (LCR)  allows  banks  to 

comply  fully  with  the  Bank  Secrecy  Act  and  the  Money 
Laundering  Control  Act.  All  regulatory  reporting  requirements 
for  forms  and  magnetic  media  are  approved  by  the  IRS. 


I I of  1 4 

September  I 987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


AGS  COMPUTERS,  INC. 


. DISC  Escheatment/Abandoned  Property  Reporting  Systenn  (EPR) 
automates  the  tracking,  record  keeping,  letter  generation,  and 
reporting  necessary  to  comply  with  state  laws  associated  with 
the  escheatment  of  unclaimed  checks  and  drafts. 

Vista  Concepts  provides  application  software  products  and  associated 
support  services  to  banks,  brokerage  firms,  and  other  financial  institu- 
tions. Vista's  products  are  installed  in  ten  major  U.S.  and  foreign 
banks.  The  products,  which  run  on  IBM  and  compatible  mainframes, 
include  the  following; 

. VISTA  VSPS  is  an  on-line  system  that  automates  all  functions  of 
securities  processing  for  banks.  Including  securities  movement 
and  control,  custodian  accounting,  and  dividend/income 
processing.  VSPS  monitors  the  clearance  and  safe  keeping  of 
securities  and  related  funds.  It  is  available  in  both  U.S.  and 
Canadian  versions. 

. VISTA  VAST  is  an  integrated  system  for  internal  securities  order 
and  trade  processing  for  banks,  including  order/trade  entry  and 
routing,  major  trading  calculations,  and  automated  links  to  back 
office  end  depository.  It  allows  Investment  officers  the  ability 
to  monitor  real  time  trade  execution  and  clearance  and  provides 
traders  with  real  time  account  holdings  to  verify  that  customers 
have  positions  to  support  trading  activity. 

. VISTA  VTAS  is  an  on-line  system  for  personal  trust  accounting, 
including  real  time  cash  accounting,  tax  lot  accounting,  cash 
management,  common  trust  fund  management,  and  loan 
collateral  processing.  It  Is  fully  integrated  with  other  VISTA 
products,  providing  a total  system  from  Investment  decision 
through  settlement  and  customer  notification. 

VISTA  VM3S  is  an  on-line  system  that  processes  mortgage 
backed  securities  instruments,  including  securities  movement 
and  control,  principal  pay  down,  and  interest  calculations  and 
automated  payment  reconciliation.  VMBS  controls  the 
movement  of  Ginnie  Mae  and  Freddie  Mac  instruments, 
including  unit  investment  trusts. 

. The  VISTA  VGSP  system  automates  securities  processing 
functions  in  worldwide  markets,  including  street  and  customer 
side  multi-currency  capability,  multi-country  tax  processing, 
automated  depository  links,  global  settlement  cycle  processing, 
and  consolidated  customer  statements.  VGSP  provides 
clearance,  safekeeping,  and  customer  recordkeeping  of  securi- 
ties and  related  funds  in  a global  network.  It  also  permits 
intercountry  communications  on  such  standard  links  as  Swift. 
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exposure,  to  calculate  profit  an 
required  regulatory  reports  for  a 


environnnent. 


AGS's  strategy 


Systems  development  will: 

Enhance  its  leadership  position  in  existing  markets. 

Expand  its  base  of  government  business  and  geographic  markets 


Provide  total  systems  integration  for  'mission  critical'  applica 


Leverage  its  existing  client  base  and  technical  and  application 
skills. 

Software  products  will: 

Stress  IBM  and  DEC  connectivity. 

Continue  to  penetrate  financial  markets  with  new  product 
offerings. 

Leverage  UNIX  and  communications  technology. 

Provide  consulting  services  related  to  the  products  to  provide  an 
ongoing  revenue  stream. 


through  acquisitions. 


tions. 


Noncomputer-ralated  services  provided  by  AGS  include  microcomputer  and 


peripheral  distribution. 
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'■'T  Microcomputer 

Refec^ch  projects?  " ond  AST 

Compuser\«  distributes  microcomputer  hardware  and  peripherals  in 
Canada.  CompuServe  contributed  $42.9  million  to  revenue  and  $ ’.6 

million  to  operating  profits  In  1986.  ^ 


INDUSTRY  MARKETS 


I 


Approxirnately  63 /o  of  revenue  was  derived  from  hardware  and  sof h /are 
distribution  to  resellers/dealers.  The  remaining  37%  of  revenue  was  derived 
from  sales  of  custom  and  packaged  software  to  the  following  industries- 


Telecommunications 
Banking  and  finance 
Computer  manufacturers 
Government 

Manufacturing  and  other 


25% 

25 

20 

13 

JZ 

100% 


• uS+^'t  customers  include  AT&T  ( 1 5%  of  revenue),  IBM  (2%  of  revenue), 
United  Technologies,  Avco  Lycoming,  Nynex,  and  Guardian  Life. 

• AGS  manapment  anticipates  that  revenue  from  the  banking  industry  will 
increase  substantially  as  a result  of  the  acquisition  of  Vista  Concepts. 

GEOGRAPHIC  MARKETS 

• Approximately  89%  of  AGS's  1986  revenue  was  derived  from  the  U.S  The 
remaining  I I ^ was  derived  primarily  from  Canada  and  England.  AGS 
maintains  over  45  offices  worldwide. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• AGS  maintains  equipment  from  a variety  of  manufacturers. 
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AGS  COMPUTERS,  INC. 

I 139  Spruce  Drive 
Mountainside,  NJ  07092 
(201)  654-4321 


Lawrence  J.  Schoenberg,  Chairman  and 

Joseph  Abrams,  President  and  COO 
Public  Corporation,  NYSE 
Total  Employees:  2,300 

Year  End 

12/31/85:  $279,182,000 
Computer  Services  Revenue: 

$1 17,375,000 


the  company 


-f,„cre 

products  primarily  for  the  telecommunirn^'^  software 

computer  manufacturing  industries.  banking  and  finance,  and 

AGS  also  distributes  microcomputer-related  hardware  to  resellers. 

Total  [985  revenue  reached  $279  2 million  n . 

of  $221.8  million.  Net  income  increased  Od’w  f 7™“°''=''  ' ’84  revenue 
million  in  1985  romnntor  o • ^5. 8 .million  in  1984  to  $7  5 

increase  over  1984  cor^puter  !ervkLTev^nJe'o^  ° 

financial  summary  follows:  ^ million.  A five-year 
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AGS  COMPUTERS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


Computer  services  revenue 
. Percent  increase 
from  previous  year 


Income  before  taxes 
. Percent  increase 
from  previous  year 

Net  income 
. Percent  increase 
from  previous  year 

Earnings  per  share 
. Percent  increase 
(decrease)  from 
previous  year 

I Research  and  development  expenditures  were  approximately  $5.2  million,  $4.4 
million,  and  $2.8  million  in  fiscal  1985,  1984,  and  1983,  respectively. 

, Revenue  for  the  six  months  ending  June_30,  1986  reached  $171.9  million  a 
26%  increase  over  revenue  of  $136.1  million  for  the  same 
Compu^^^^^^^^^  revenue  increased  11%  from  $58  million  to  $64.1  mdlion 

for  the  period.  Net  income  was  approximately  $3.7  million  for  both  periods. 

• AGS  is  organized  into  one  business  unit  and  nine  subsidiaries  as  follows; 

The  AGS  Systems  Development  business  unit  and  the  following  four 
subsidiaries  provide  custom  software  development  services. 

Eastern  Design  Company,  Inc.  was  acquired  by  AGS  in  1981. 

Erdman,  Anthony  and  Associates,  Inc.  was  acquired  in  January 
1982. 

Software  Design  Associates,  Inc.  was  acquired  in  January  1984. 
Genasys  Corporation  was  acquired  in  June  1986. 
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P^octog«!’  subsidiaries  develop  end  market  software 

AGS  Management  Systems,  Inc.  was  formed  in  1982  follcwing 
Software^lnc  ™ IP'ernafional  Sysfems.  Inc.  and  Atlanfi? 

DISC,  Inc.  was  acquired  in  June  1983. 

Systenns  Strategies,  Inc.  was  acquired  in  December  1984. 

Two  subsidiaries  provide  distribution  services  as  follows: 

AGS  System  Forms,  Inc.  distributes  office  supplies,  business 
forms,  and  similar  products.  uusiness 

Microamerica,  Inc.  was  acquired  in  March  1983  and  distributes 
microcomputer-related  hardware  to  resellers.  °'STnDutes 

Sdt;?om;an°y?"^""“’  - - -dependent 

So  million  for  its  fiscal  year  ended  June  30,  1985.  ^ 

deT.T/^  provides  professional  services,  primarily  custom  software 
development,  for  federal,  state,  and  local  governments. 

^l;mentS^a:TonLs='’  ' ^.300  employees, 


Marketing/sales 
Computer  operations 
Customer  support, 
software  services,  and 
research  and  development 
General  and  administrative 


231 

244 


1,570 

255 

2,300 


Currently,  AGS  has  approximately  2,600  employees. 

Major  competitors  for  each  of  AGS's  producf  ortd  service  segments  include: 

System  development  services:  Computer  Task  Group,  CAP  Gemini 

Coopers  and  Lybrand,  and  Electronic  Data  Systems.  ^emini. 
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Methodology  software  and  services:  Arthur  Andersen. 
Banking  software;  Hogan  Systems,  Systematics,  and  UCCEL. 
Telecommunications  software:  Control  Data  Corporation. 
KEY  PRODUCTS  AND  SERVICES 


Approximately  42%  of  1985  revenue  was  derived  from  computer  services,  589^) 
from  microcomputer  distribution,  and  less  than  1%  from  interest.  A three- 
year  summary  of  source  of  revenue  follows  ($  millions): 


• AGS  provides  contract  programming  professional  services  which  supply 
programmers,  analysts,  project  leaders,  and  managers  to  develop  and  enhance 
management  information  systems,  communications  systems,  and  operating 
systems  software  for  its  customers. 


AGS  provides  its  system  development  services  on  a contract  basis 
which  are  billed  on  a time  and  expenses  or  fixed  price  basis. 

AGS  Systems  Development  (AGSSD),  AGS's  original  business,  has 
provided  services  to  AT&T  since  1970.  As  a result  of  this  association, 
AGSSD  has  a large  consulting  staff  experienced  in  the  UNIX  operating 
system.  Since  the  AT&T  divestiture,  AGSSD  also  supplies  services  to 
other  computer  company  customers  and  to  end-user  customers  (large 
corporations  that  purchase  UNIX-based  systems). 
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• cfflLT::  oT?he^td'"ofT/85.'^“"  ™ 

------ 

Pif  management  information  software  system 

wareTnui  ^n,  T " '"  with  Cullinet  Soft- 

are  s IDMS  data  base  management  system  to  extract  informa 

tion  from  existing  systems  to  build  an  integrated  data  base. 

RAMS  operates  on  IBM  4300  series  mainframes  under  the 
MVS  operating  system.  RAMS  costs  $500,000. 

primorM,  to  federal.  st^tlTorLaTgovePl  ^ 

The  range  of  services  available  for  the  development,  enhance- 
ment,  _and  operation  of  software  systems  include  requirements 
minn  ana  ysis,  design,  and  specification^  program- 

ming, testing  and  implementation;  and  documentation.  Genasys 
also  provides  technical  and/or  user-oriented  training;  systems 

nudp.^'°H  maintenance;  systems  evaluation  and 

audit;  and  configuration  management. 

Custom  software  expertise  includes  financial  management 
administrative  information,  logistics,  audit,  inventory 
marketing,  material  management,  modeling,  p;rsonneT  and 
procurement  applications.  ’ 


Genasys  has  experience  designing  software  for  a variety  of 
mainframes,  including  IBM,  Control  Data,  and  Univac,  and  for 
minicomputers  including  Basic  Four,  Data  General,  and  DEC. 

Two  smaller  subsidiaries,  Erdman,  Anthony  and  Associates,  and  Eastern 
Design  Associates,  also  provide  contract  programming  services. 

f“icroi?e”  o^orfoiiir^  ^ 

Software  products  include  the  following: 

PAC  I - Project  Management  System,  introduced  in  1981 
IS  an  interactive  project  management  system  that 
provides  resource  requirements  planning,  cost  projec- 
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tions,  actual  costing,  and  critical  path  method  (CPM)  and 
program  evaluation  and  review  technique  (PERT)  type 
analysis.  The  system  was  designed  to  schedule  single 
projects. 

PAC  I is  available  for  DEC  VAX  and  PDP  series 
computers.  The  one-time  license  fee  is  $9,750. 

. There  are  currently  375  installations. 

PAC  II  - Project  Management  System,  introduced  in  1975, 
is  similar  to  PAC  I except  that  PAC  II  was  designed  to 
schedule  multi-projects  with  limited  or  unlimited 
resources.  PAC  II  also  produces  more  than  36  standard 
reports  and  offers  a report  writer  to  create  custom 
reports. 

. PAC  II  is  available  for  IBM  360,  370,  30XX,  40XX; 
Burroughs  6700,  6800,  7800;  Honeywell  6600 
Series,  DPS-8;  DEC  VAX,  Micro  VAX;  Univac 
1108;  Wang  VS  Series;  and  Prime  computers.  An 
average  price  for  a PAC  II  one-time  license  fee  is 
$44,000. 

. There  are  currently  2,300  installations. 

PAC  III  - Project  Management  System,  introduced  in 
1979,  is  an  interactive  network  scheduling  and  cost 
processing  system  that  can  direct  and  track  complex 
multi-task  projects  across  functional  lines.  PAC  III  can 
be  used  by  many  groups  within  a company  to  provide  a 
single  standard  for  project  management.  The  system 
includes  standard  reports  and  a report  writer  for  custom- 
ized reports. 

. PAC  III  is  available  for  IBM  360/370,  30XX,  40XX, 
System  38;  DEC  VAX,  Micro  VAX  II;  and  Prime 
computer  systems.  An  average  price  for  a PAC  III 
one-time  license  fee  on  the  MicroVAX  is  $30,000 
and  $62,000  on  other  systems. 

. There  are  currently  120  installations. 

PAC  EV  - Earned  Value,  Performance  Measurement 
System  assists  in  performing  detailed  cost  analysis  and 
performance  trend  analysis  on  projects.  Contracts  can  be 
analyzed  across  multiple  programs  and  specific  projects 
within  a contract.  Reports  may  be  organized  by  work 
breakdown  structure,  organization,  or  cost  account 
code.  Graphics  capabilities  are  included  in  the  system. 
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PAC  EV  can  be  integrated  into  PAC  II  or  PAC  III 
sys  ems_  or  used  as  a standalone  system.  The 

DEC  VAX  computers.  A one-time  license  fee 

averages  $40,000.  ncense  tee 

Introduced  in  1984,  there  are  currently  eight 

installations  of  PAC  EV.  ^ ^ 

Two  options  for  PAC  II  and  PAC  III  provide  qrophics 
capabilities  as  follows:  'ue  grapnics 

PAC  Management  Graphics,  introduced  in  1984 

budgets  in  Gantt  charts,  pie 
charts,_  histograms,  vertical  bar  charts,  and  X-Y 
cnarts  in  color  or  monochrome. 

Jl°^°9ement  Graphics  is  available  for  IBM 
30XX,  IBM  40XX,  and  DEC  VAX 

$°3^000^*^^’  one-time  license  fee  is 


There  are  currently  10  installat 


ions. 


PAC  Plotter  Graphics,  introduced  in  1984,  is  a 
parameter-driven  system  that  produces  bar  charts 
and  time-scaled  network  diagrams. 

Plotter  Graphics  is  available  for  IBM  40XX 
and  DEC  VAX  computers  with  Zeta, 
Versatec,  or  Calcomp  drum-type  plotters. 

I he  one-time  license  fee  is  $16,000. 

There  are  currently  120  installations. 

M^thi^t^^^^?  Systems  Development 

Methodology,  mtroduced  in  1969,  is  based  on  the  tradi- 
tional  approach  to  systems  development  and  consists  of 
ntegrated  guidelines  that  describe  all  of  the  necessary 
SDM%TANDARD^  ''''''  maintaining  information  systems. 

A Quality  Assurance  Manual  is  included,  and  on- 
site support,  structured  analysis,  and  design 
courses  are  available.  ^ 

SDM/STANDARD  can  operate  on  mainframes  from 
Ts  $427oV''''  one-time  license  fee 
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The  methodology  is  currently  installed  in  450 
companies. 

SDM/STRUCTURED  - Structured  Systems  Development 
Methodology,  introduced  in  I 980,  incorporates  structured 
documentation  techniques  including  structured  analysis, 
design,  and  programming  with  traditional  techniques. 
SDM/STRUCTURED  may  be  interfaced  with  PAC  Project 
Management  Systems. 

SDM/STRUCTURED  can  operate  on  mainframes 
from  all  major  manufacturers.  The  one-time 
license  fee  is  $42,000. 

. There  are  currently  85  installations  of  the 

methodology. 

Computer-Aided  Methodology  is  a microcomputer-based 
system  that  will  automate  the  planning,  organizing, 
measuring,  and  evaluation  functions  in  the  system 
development  process. 

. The  methodology  includes  the  following 

components; 

Module  I ranks  and  helps  prioritize  service 
requests. 

Module  2 automates  the  project  planning, 
worktime  estimating,  and  resource  assign- 
ment process. 

Module  3 provides  project  scheduling, 
resource  assignment,  costing,  and  project 
control.  It  uses  worktime  estimates  from 
Module  2 to  produce  the  project  schedule. 

The  System  Development  Guidelines 
describe  the  tasks  that  should  be  performed 
for  each  phase  of  a development  project. 

The  System  Management  Guidelines 
integrate  all  components  of  the  method- 
ology. 

. Computer-Aided  Methodology  operates  on  IBM  PC, 

PC/XT,  and  compatible  microcomputers.  The  one- 
time license  fee  is  $22,950. 
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Introduced  in  January  1985,  there  are  currently  10 
installations.  ’ 

"'’™3ement  System,  introduced  in 
1984,  IS  menu  driven  and  Includes  color  graphics.  The 

r^u!r"^  qlict'rTsults?'  P'^nners  and  managers  who 

PAC  MICRO  can  operate  on  a standalone  system 
or  interfaced  as  a front  end  to  the  mainframe  PAC 
S)^tems.  The  system  runs  on  IBM  PC,  PC/XT 
KC/A  I,  and  compatible  microcomputers.  The  one- 

S25^nn^r^^  single  copy  is  $990  and 

5iiJ,UUU  for  a site  license. 


There  are  currently  more  than  1,500  installati 


ons. 


ESTIPLAN  - Automated  Time  and  Cost  Estimatina 
System,  introduced  in  1984,  uses  the  guidelines  developed 
SDM/STRUCTURED  and  SDM/STANDARD 

sTuch?r°JuwBS)  !hot 

srrucTur-es  tWBb)  that  can  be  customized,  modified  or 
replaced  at  the  client's  option.  ESTIPLAN  can  be  used  in 
engineering,  manufacturing,  construction,  and  simila? 

being  used'"  currently 

Options  include  the  facility  to  create  detailed 
estimates,  macro  estimating,  and  input  to  the  PAC 
systems. 

ESTIPLAN  operates  on  IBM  PC,  PC/XT,  PC/AT 
and  connpatible  microcomputers.  The  one-time 
license  fee  is  $4,750  for  two  copies  and  $47,500 
for  a site  license. 


There  are  currently  45  installat 


ions. 


JSDM  - 'nteractive  Systems  Development  Methodology, 
introduced  in  1984,  prompts  the  user  through  each  phaL 

systems  development’ 
process.  The  microcomputer-based,  menu  driven  system 
includes  editing  facilities  and  document  control.  On-line 
capabilities  include  capturing,  storing,  updating,  and 

ma[ntrancl  development  and 

ISDM  operates  on  IBM  3270  PC  and  PC/XT 
$10^0°'^^'^^^'^^'  one-time  license  fee  is 


9 of  I I 
August  I 986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


AGS  COMPUTERS,  INC. 


Consulting  services  offered  include  integrating  project  manage- 
ment systems  into  the  client's  environment,  improving  esti- 
mating techniques,  determining  corrective  procedures  for  use 
when  projects  get  out  of  control,  estimated  earned  value 
determination,  and  scheduling  and  resource  loading  techniques. 

Systems  Strategies  provides  telecommunications  software  that  allows 
non-IBM  hardware  to  communicate  with  IBM  mainframes  using  industry 
standard  protocols.  The  software  allows  clients  and  computer  and 
peripheral  manufacturers  to  link  their  systems  to  IBM  mainframes. 
These  products  are  written  in  "C"  language  for  easier  transport  to 
UNIX  and  non-UNIX  operating  systems.  Currently  Systems  Strategies 
offers  five  IBM  emulation  software  packages. 

cSNA/3270  is  an  IBM  3270  systems  network  architecture  (SNA) 
terminal  and  controller  emulation  software  package. 

cBSC/3270  is  an  IBM  3270  bisynchronous  communication  (BSC) 
terminal  and  controller  emulation  package. 

cSNA/RJE  is  an  IBM  SNA  emulation  of  remote  job  entry  (RJE) 
systems. 

. cBSC/RJE  is  an  IBM  BSC  emulation  of  RJE  systems. 

. cAPI/3270  is  an  application  program  interface  for  cSNA/3270  or 

cBSC/3270. 

DISC  provides  software  products  for  the  banking  industry.  The  seven 
applications  offered  include  the  following: 

. Account  Reconciliation  handles  reconciliation  of  multiple 

customer  accounts. 

. Cash  Disbursements  Float  Management  is  a money  management 

tool  for  maximizing  use  of  available  cash. 

, Combined  Interest  Reporting  System  generates  IRS  Forms  1099 
and  1087,  and  handles  reporting  functions. 

. Retirement  Reporting  System  provides  IRA/Keogh  reporting. 

Travelers  Cheque  manages  VISA  Travelers  Cheque  processing. 

. Federal  Reserve/Correspondent  Bank  Reconciliation  tracks, 

reports,  and  reconciles  funds  transfers. 

. Time  Deposit  System  performs  time  deposit  accounting. 
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Noncomputer-related  services  provided  by  AGS  include 
peripheral  distribution.  include 


microcomputer  and 


Microamenca  markets  products  from  approximately  20  suppliers  to 

cpproxima.ely  85%  of  revenue  with  IZ 

rnrr,r.M+  c ! ^ <JI<idata,  Hayes  Microcomputer  Products  Altos 

proZfs"  " ond  AST  R^eorch 


^mpuserve  acquired  in  early  1986,  distributes 
hardware,  software,  and  peripherals  in  Canada. 

INDUSTRY  MARKETS 


microcomputer 


PPP™""'°''='>'  25%  of  1985  computer  services  revenue  from 
bonking  end  MnZe  iZTtZonTotZ'MusfrZ”"''"^  monufocturers,  the 


GEOGRAPHIC  MARKETS 


Approximately  99%  of  AGS's  1985  revenue  was  derived  from  the  U S Th. 
remaining  1%  was  derived  from  foreign  countries  worldwide  " 

AGS  maintains  sales  offices  in  Los  Angeles  and  San  Francisco  (CA) 
ondZaLtgTcmac  “IP"P“P°"=-  York.  Philadelphia,  Dallas; 


Canadian  offices  are  located  in  Montreal  and  Toronto. 

International  offices  are  located  in  London  and  Zurich  (Switzerland). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• AGS  maintains  equipment  from  a variety  of  manufacturers. 
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COMPANY  HIGHLIGHT 


AGS  COMPUTERS,  INC. 

I 135  Spruce  Drive 
Mountainside,  NJ  07092 
(20 1 ) 654-432 1 


Lawrence  J.  Schoenberg,  President 
Public  Corporation,  OTC 
Total  Employees:  350 
Total  Revenues,  Fiscal  Year  End 
12/31/78:  $10.6  million 
Estimated  Revenues,  Fiscal  Year 
End  12/31/79:  $14.5  million 


THE  COMPANY 


AGS  Computers,  Inc.  was  formed  by  Lawrence  Schoenberg,  Joseph  Abrams 
(Executive  Vice  President)  and  Peter  G.  Graf  (Treasurer)  in  1967.  Business 
activities  are  directed  toward  helping  companies  build  information  systems  by 
providing  systems  design  and  implementation,  contract  programming,  turnkey 
systems  development,  minicomputer  applications  and  EDP  education. 

The  company's  1 979  fiscal  year  ended  with  an  estimated  $14.5  million  in 
revenues,  a 37%  increase  over  1978  revenues  of  $10.6  million.  Earnings  per 
share  at  the  end  of  the  fourth  quarter  were  estimated  to  be  $1.25  a 71% 
increase  over  1978  earnings.  A five  year  financial  summary  follows: 


AGS  COMPUTERS,  INC. 

FIVE  YEAR  FINANCIAL  SUMMARY 
($  Thousands,  Except  Per  Share  Data) 


' "--—FISCAL  YEAR 
ITEM  ■ 

1978 

1977 

1976 

1975 

1974 

Revenues 
. Percent  increase 

$10,558 

$ 

8,209 

$ 

5,972 

$ 

3,875 

$ 

3,818 

from  previous  year 

29% 

38% 

54% 

2% 

80% 

Income  before  taxes  anc 

extraordinary  item 
. Percent  increase 

$ 

509 

$ 

653 

$ 

684 

$ 

307 

$ 

202 

(decrease)  from 

previous  year 

(22%) 

(5%) 

123% 

13% 

N/A 

Net  income 
. Percent  increase 

$ 

308 

$ 

382 

$ 

341 

$ 

153 

$ 

138 

(decrease)  from 

previous  year 

( 14%) 

12% 

123% 

1 1% 

27% 

Earnings  per  share 

$ 

.73 

$ 

.92 

$ 

.80 

$ 

.36 

$ 

3? 

. Percent  change  from 

V 

previous  year 

(21%) 

15% 

122% 

13% 

- 
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Although  profits  have  reflected  a degree  of  inconsistency  over  this  period 
revenues  have  risen  steadily. 

In  1978,  AGS  faced  cost  overruns  of  $250,000  on  two  fixed  price 
projects.  As  a result,  the  connpany  suffered  a reduction  in  its  gross 
profit  margins.  Salaries  rose,  but  AGS  chose  not  to  raise  its  charges  to 
clients  of  long-standing  to  compensate  for  this  increase. 


AGS  expects  that  its  1980  growth  rate  will  be  20%.  The  company  recognizes 
that  its  position  in  the  industry  rests  on  the  expertise  of  its  technical  staff 
who  meet  the  specific  requirements  of  over  150  clients.  The  company  wi 
continue  to  develop  its  minicomputer  business  and  expand  the  geographic  area 
in  which  it  offers  professional  services. 

On  September  26,  1978,  the  company  acquired  PHD  for  Computing,  Inc.,  a 
Wakefield,  MA,  organization  specializing  in  the  design  and 

computer  based  systems.  The  acquisition  was  estimated  to  add  10 /o  to  AGS  s 
1979  revenues. 


AGS  has  broken  off  recent  negotiations  with  Data  Systems  Analysts, 
Inc.,  a Pennsauken,  NJ,  software  firm. 

AGS  is  negotiating  for  the  acquisition  of  another  computer  services 
firm. 


AGS's  fulltime  staff  increased  from  300  in  1978  to  350  in  1979.  The  employees 
are  categorized  as  follows: 


Marketing/sales 

Software  services/customer  support 
Computer  operations 
General  and  administrative 

Total 


10 

317 

8 

15 

350 


Major  competitors  of  the  company  include  CGA  Computer  Associates,  Inc., 
Computer  Horizons  Corporation,  and  Software  Design  Associates,  Inc. 


KEY  PRODUCTS  AND  SERVICES 

• AGS  operates  in  three  service  areas: 

Consulting,  programming  and  management  services  which  accounted  for 
85%  of  1979  revenues. 

Distribution  of  specialized  business  forms  through  its  subsidiary,  Aub 

Systems  Forms,  Inc.;  . r-  j x i c + ™ 

and  brokerage  of  computer  equipment  via  AGS  Fundamental  Systems, 

Inc.  (This  business  segment  is  being  phased  out  of  the  company  s 
operations.)  The  following  table  indicates  the  composition  of  AGS's 
revenues  over  the  last  five  years. 
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AGS  COMPUTER,  INC. 
REVENUES  BY  BUSINESS  SEGMENT 


($  Thousands) 
(EYE  12/31) 


..^^HSCAL  YEAR 

ITEM 

1979* 

1978 

1977 

1976 

1975 

• Consulting,  Program- 
ming, Management 
Services 

$12,350 

$ 7,609 

$ 5,816 

$ 3,796 

$ 2,687 
69.3% 

- Percent  of  total 

85.2% 

72% 

71% 

63.7% 

• Business  Forms 

$ 2,000 

$ 1,881 

$ 1,752 

$ 1 ,646 

$ 1,188 
30.7% 

- Percent  of  total 

13.8% 

18% 

21% 

27.6% 

• Computer  Equipment 
Sales 

$ 150 

$ 1,068 

$ 640 

$ 530 

N/A 

- Percent  of  total 

1% 

10% 

8% 

8.9% 

Total  Revenues 

$14,500 

$10,558 

$ 8,209 

$ 5,972 

$ 3,875 

AGS  organizes  its  computer  services  business  into  five  operating  groups: 


The  Systems  Development  Group  provides  traditional  contract  services 
m the  development  of  medium  and  large  scale  information  systems. 
Services  are  provided  on  a time  and  expense  or  fixed-price  basis  and 
include:  consulting,  feasibility  analysis,  design,  programming,  testing, 
documentation,  conversion,  installation,  and  project  management. 

The  Communications  Group  specializes  in  the  development  of  systems 
for  communications  message  switching,  on-line  data  acquisition 
process  control,  front  end,  and  specialized  standalone  processing.  This 
group  builds  systems  on  either  a turnkey  or  contract  consulting/pro- 
gramming basis. 

The  Systems  Training  Group  conducts  on-site  training  courses  in 
programming  languages,  operating  systems  and  advanced  subjects 
c[cMC?C^^^^^  (IMS/VS)  systems  design  and  programming  and 


The  Revenue  Systems  Group  designs  and  engineers  turnkey  on-line 
monitoring  and  reporting  systems  for  revenue  analysis  or  auditing. 
These  systems  are  directed  toward  toll  collection  agencies  including 
highways,  bridges,  tunnels,  and  parking  facilities. 

The  Information  Processing  Group  provides  processing  services,  testing 
and  training  facilities  for  both  internal  and  client  use. 


Typical  projects  conducted  by  AGS  have  included  assisting  New  York 
Telephone  in  the  development  of  a system  which  holds  several  million  records 
on  an  IMS  data  base.  It  permits  inquiry,  update,  deletion,  and  addition  of  data 
via  IBM  3270  CRT  terminals. 


Management  estimate. 
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AGS  has  designed,  programmed,  engineered,  and  installed  for  Holmes 
Protection,  Inc.,  a satellite  monitoring  service.  The  inital  development 
phase  employs  16  IBM  Series/ 1 minicomputers  used  in  a distributed  data 
processing  configuration. 

AGS  is  an  OEM  vendor  for  IBM,  Digital  Equipment  and  Data  General 
Corporation. 


INDUSTRY  MARKETS 

• AGS's  revenues  are  drawn  from  the  following  industries; 


_ 

Utilities/Communications 

40% 

_ 

Banking  and  Finance 

20 

_ 

Process  Manufacturing 

10 

- 

Transportation 

10 

Insurance 

1 5 

- 

Distribution 

5 

100% 

GEOGRAPHIC  MARKETS 

• Revenues  are  derived  totally  from  within  the  United  States. 

AGS's  clients  are  primarily  located  in  the  Northeastern  Atlantic  States: 
Massachusetts,  New  York,  and  New  Jersey. 

In  addition  to  corporate  facilities  at  Mountainside,  NJ.  AGS  maintains 
six  offices  located  at  New  York,  NY,  Jericho,  NY,  Bridgeport,  CT,  West 
Hartford,  CT,  Wakefield,  MA,  and  Denver,  CO. 


COMPUTER  HARDWARE 

• AGS  maintains  an  IBM  System/370,  Model  135  with  an  OS  and  DOS  operating 
system  for  testing  and  provision  of  facilities  management  services  for  one 
client. 

The  company  uses  a range  of  minicomputers  including  DEC  PDP  1 Is  and 
IBM  Series/ 1 for  the  development  of  clients'  systems. 
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AGS  COMPUTERS  INC. 
2005  Route  22 
Union,  New  Jersey  07083 
(201) 687-9200 


/ 

L.  J.  Schonenberg,  President 
Public  corporation 
Total  employees:  135 
Total  revenues,  fisc€il  year 
end  12/31/76:  $6  million 


York^i^967^fl^* *^^^^?^^f  Computers  Inc.  was  founded  in  New 

York  in  1967  as  a contract  programming  and  systems  design  company.  It 
currently  offers  these  services  for  IBM  360/370  series  mainframes  Ld\)EC 
cuLt^  minicomputers,  as  weU  as  providing  facilities  management  for  one 


OVERALL  ASSESSMENT 

• AGS'  50  clients  are  primarily  $1  biUion  companies  in  the  banking 

finance,  and  utilities  industries.  ‘^«uKing, 

• The  company  claims  to  be  financially  stable  and  in  fact  over- 
capitalized.  Its  revenues  increased  from  $3.9  million  in  1975  while 
profits  doubled  in  1976  from  $153,000  in  1975. 

• Although  its  primary  business  continues  to  be  contract  programming 
Md  systems  design,  in  1977  the  company  will  enter  several  new  areas 
including  m^agement  consulting,  facilities  management,  buying  and 
seUing  used  DEC  minicomputers,  and  perhaps  an  inquiry  service  for  a 
data  base  owned  by  AGS'  facilities  management  contract  client. 

• Management  claims  the  growth  of  distributed  processing  and  inhouse 
mmicomputers  has  had  a positive  effect  on  business.  However,  it  has 
necessitated  a reorganization  of  the  AGS  marketing  department  to 
meet  users  new  requirements.  A new  marketing  department  - the  old 
one  could  not  adjust  to  the  new  orientation  - will  aggressively  seek 
new  customers  through  participation  in  more  industry  associations, 
direct  mail  campaigns,  and  advertising  in  an  attempt  to  reach  the  end 

US6I*  • 


KEY  PRODUCTS  AND  SERVICES 

• AGS  provides  its  50  clients  with  the  following  services: 

contract  programming  and  systems  design  for  IBM  360/370 
systems  and  DEC  PDP  11  minicomputers 
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on  site  training  in  programming  languages;  operating  systems; 
OS/VS  and  IMS(IMS/VS)  systems  design  and  programming;  and 
CICS(CICS/VS) 

design  and  engineering  of  turi^ey  online  monitoring  and  report- 
ing systems  for  revenue  analysis/auditing 

Key  projects  have  included: 

writing  conversion  software  to  accompany  Amerada  Hesss 
migration  from  DOS  to  OS/VS  ANS  COBOL  on  larger  computer 
hardware 

- development  of  a computerized  container  control  and  documen- 
tation systems  for  U.S.  Lines 

- election  night  coverage  for  CBS  via  AGS'  Election  News  Data 
Base  and  "ON-AIR"  Graphics  Display  System 


APPLICATIONS  AGS'  primarily  performs  systems  programming  and 
specialty  applications  programming. 


INDUSTRY  MARKETS 


In  fiscal  year  1975,  AGS  revenues  were  generated  primarily  by  the 
utilities,  as  shown  below; 


Utilities 

40% 

Banking  and  finance 

20% 

Process  manufacturing 

10% 

Transportation 

10% 

Insurance 

15% 

Distribution  - wholesale 

and  retail 

5% 

The  company  does  not  foresee  any  s^nificant  change  in  industry 
revenue  distribution  over  the  next  3 years. 


INPUT 


0 Copyright  1977  by  INPUT,  Menlo  Park,  CA 
Reproduction  Prohibited 
April/1977 


COMPANY  HIGHLIGHT/ AGS  COMPUTERS  INC. 


GEOG^HIC  DBTRBDTION  In  1975,  93%  of  AGS'  revenues  was  derived 
from  the  Northeast,  5%  from  the  South  Central  states,  and  2%  from  the 
West.  In  1977,  about  99%  will  be  derived  from  the  Northeast  - specifically 
the  New  York  metropolitan  area  - and  the  other  1%  from  the  rest  of  the 
U.S.  Sales  offices  are  located  in  Union,  New  Jersey:  New  York,  New  York* 
and  Hicksville,  New  York.  ’ 


COMPUTER  HARDWARE  AND  SOFTWARE  AGS  utilizes  2 DEC  PDP-lls 
for  software  development.  A newly  acquired  IBM  370/138  will  be  used  for 
facilities  management  contracts  and  any  data  base  management  the 
company  may  begin. 
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INFORMATION  SERVICES, 

IlM 

1139  Spruce  Drive 
Mountainside,  NJ  07092 
(908)  654-4321 


Anthony  Stepanski,  CEO 
Subsidiary  of  AGS  Computers,  Inc 
Total  Employees:  3,000 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $200,000,000 


The  Company  AGS  Information  Services,  Inc.,  founded  in  1967,  is  a leading 

provider  of  professional  services  and  systems  integration  services  to 
industry  and  government. 

• Capabilities  include  management  consulting;  systems  analysis, 
design,  and  development;  staff  supplementation;  training;  and 
systems  maintenance. 

• Major  markets  include  manufacturing,  telecommunications, 
finance,  government,  utilities,  health  care,  insurance,  consumer 
products  and  retail,  and  UNIX  and  IBM  environments. 

AGS  Information  Services  operates  as  a wholly  owned  subsidiary  of 
AGS  Computers,  Inc.,  which  was  acquired  by  NYNEX  in  October 
1988.  NYNEX,  the  fourth-largest  telecommunications  company  in 
North  America,  has  over  93,800  employees  and  reported  revenue  of 
$13.5  billion  for  1990. 

AGS  Information  Services'  strategy  of  providing  high-quality,  cost- 
effective  information  solutions  is  based  on  knowledge  and 
experience  in  the  customer's  industry,  effective  project  management 
skills,  technical  expertise  in  current  and  emerging  technologies,  and 
a broad  base  of  project  experience.  AGS  Information  Services’has 
provided  information  consulting  services  to  more  than  400  Fortune 
1000  companies  and  has  achieved  a 75%  rate  of  repeat  business. 

AGS  Information  Services'  1990  revenue  reached  $200  million,  a 
22%  increase  over  1989  revenue  of  $164  million.  A three-year’ 
revenue  summary  follows: 
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AGS  INFORMATION  SERVICES,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1989 

Revenue 

$200.0 

$164.0 

$147.0 

■ Percent  Increase 
from  previous  year 

22% 

12% 

N/A 

Recent  acquisitions  made  by  AGS  Information  Services  include  the 
following: 

• In  March  1991,  AGS  acquired  Decision  Resources  Corporation, 
a management  consulting  firm  based  in  Washington,  D.C. 

- Decision  Resources  specializes  in  providing  planning, 
evaluation,  and  implementation  of  executive  and  decision 
support  systems  to  corporate  and  government  clients. 

- The  operations  of  Decision  Resources  have  been  merged  into 
AGS  Information  Services. 

• In  November  1989,  AGS  acquired  TECO  Technologies  of 
Tampa  (FL)  from  TECO  Energy  Inc.  TECO  Technologies 
specializes  in  consulting  and  hardware  and  software  conversions 
for  the  gas  and  electric  utilities  industry.  Its  operations  have 
been  merged  into  AGS  Information  Services. 

• In  July  1989,  AGS  acquired  Multiple  Technologies,  a Michigan- 
based  professional  services  firm  specializing  in  the  discrete- 
manufacturing sector. 

AGS  Information  Services'  competitors  include  Computer  Task 
Group,  Andersen  Consulting,  Electronic  Data  Systems,  CAP 
GEMINI,  Computer  Horizons,  American  Management  Systems, 
and  Keane. 


Key  Products  and  Approximately  85%  of  AGS  Information  Services'  1990  revenue 
Services  was  derived  from  professional  services  (consulting,  custom 

development,  training,  and  support)  and  10%  from  systems 
integration  services.  The  remaining  5%  of  revenue  was  derived 
from  software  products. 
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AGS  Information  Services'  professional  services  capabilities  include 
the  following: 

• Systems  analysis 

- Configuration  viability 

- Maintenance  and  change  standards 

- Transaction  and  network  improvements 

- Scheduling  procedures 

- Resource  management 

- Disaster  planning 

- Data  administration 

• Systems  development 

- Requirements  definition,  feasibility  studies,  and 
capacity  studies 

- Identification/recommendation  of  design  alternatives 

- External  and  internal  system  design 

- Program  coding  and  testing 

- Conversion 

- Implementation,  documentation,  and  testing 

- Post-implementation  support  and  maintenance 

• Custom  software  development 

Data  base  management 

- Data  communications 

- Product  integration 

- Software  conversions 

• Systems  maintenance 

• Information  systems  planning 

• Knowledge  systems 

- AGS  Knowledge  Engineering  Group 

- Knowledge  Engineering  Adaptive,  Design,  and 
Development  Methodology  (a  variation  of  the 
SDM  /Structured  Methodology) 

• Imaging  systems  management  and  planning 

• Staff  supplementation 

• Training 
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- Project  planning  and  management 

- Structured  analysis  and  design 

- Artificial  intelligence  and  expert  systems 

- UNIX  and  C programming 

- DB2,  SQL,  IMS,  and  IDMS 

- Languages  and  operating  systems 

- PC  applications  and  PC-to-mainframe  links 

• Documentation 
Systems  Integration: 

During  1990,  NYNEX  restructured  the  operations  of  its  Complex 
Systems  Integration  Group,  and  moved  systems  integration 
activities  to  other  units  of  NYNEX  based  on  customer  base  and 
industry  markets. 

Systems  integration  capabilities  available  from  AGS  Information 
Services  include; 

• Single-point  project  responsibility 

• Project  management 

• Requirement  and  architectural  specification 

• System  component  selection  and  customization 

• System  analysis,  design,  and  development 

• System  implementation 

• Training  and  documentation 

• Project  life  cycle  support  and  quality  assurance 

• Facilities  management  (systems  operations) 

• Maintenance  and  enhancements 

Software  Products: 

AGS  Information  Services  has  developed  a series  of  software 
products  that  address  specific  business  and  market  applications. 
Consulting  and  implementation  services  are  included;  the  result  is 
an  application  that  fits  business  and  processing  environments. 

Software  products  currently  available  include  the  following: 

• AGS  IPL  TUTOR™  is  a PC-based  emulation  of  MVS  console 
operations  for  training  and  on-line  help. 

• AGS/Link™  is  a data  collection/communications  integration 
package  for  shop  floor  environments. 

• Federal  Success™  is  an  on-line  financial/accounting 
management  system  for  government  agencies. 
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Industry  Markets 


MySOC™  is  an  intelligent  news  clipping  system  built  on  user- 
defined  selection  criteria.  The  program  is  available  as  a PC- 
based  standalone  system  or  in  a networked  configuration. 

AGS  Information  Services  has  the  following  alliances: 

• AGS  CIM  Services  Group  works  with  IBM’s  sales  force  to 
market  IBM's  full  range  of  manufacturing  products,  including 
copies,  MAPICS,  CIM,  and  DAE.  In  1989,  IBM  approved 
AGS  as  a national  cross-industry  partner  for  AIX  migration. 

• AGS  also  has  business  alliances  other  major  hardware  and 
software  vendors,  including  Motorola  and  Unisys. 


AGS  Information  Services  1990  revenue  was  derived  approximately 
as  follows: 


Manufacturing 

40% 

Telecommunications 

20% 

Finance 

10% 

Government 

5% 

Utilities 

5% 

Health  care 

5% 

Insurance 

5% 

Consumer  products 

5% 

Retail 

53 

100% 

Maiiufacturing  operations  represent  the  largest  market  for  AGS 
services  and  products.  AGS  has  developed  operating  system 
software  and  specialized  software  products,  including  customizing 
commercially  available  software,  for  leading  computer  companies. 
AGS  supplies  major  industrial  manufacturers,  including  leading 
automotive  and  aerospace  firms,  with  advanced  shop  floor, 
distribution,  and  inventory  control  systems. 

Telephone  and  communications  companies  are  AGS'  second  largest 
business  area.  Customers  in  this  market  include  many  of  the 
Regional  Bell  Operating  Companies  and  other  major 
communications  carriers  in  the  U.S.  and  Canada.  AGS  is 
particularly  recognized  for  its  capabilities  with  the  UNIX  operating 
system,  data  and  voice  communication  technologies,  and  networking 
experience. 

In  the  area  of  brokerage  and  banking,  AGS  provides  advanced 
systems  development  and  management  consulting  services  to  a 
diversified  group  of  customers.  Projects  in  this  market  include 
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Geographic 

Markets 


decision  support  systems,  on-line  trading  systems,  home  banking 
systems,  automated  help  desks,  and  risk  management  systems. 

Customers  include  local,  state,  and  federal  government  agencies 
across  the  U.S.  AGS  Genasys  Corporation,  a Washington,  D.C.- 
based  subsidiary  of  AGS  Information  Services,  provides  software 
and  systems  development  services  to  the  federal  government.  AGS 
has  performed  work  for  the  Department  of  Justice,  Department  of 
Defense,  Drug  Enforcement  Agency,  Department  of  Energy,  and 
Environmental  Protection  Agency. 

For  the  utilities  sector,  AGS  products  and  services  include 
consulting,  project  management,  computer  assisted  dispatch 
systems,  customer  account  systems,  facility  management  systems, 
and  work  management  systems. 

AGS  Information  Services’  work  in  the  health  care  industry  includes 
claims  processing  systems,  treatment  registry  systems,  and  patient 
history  tracking  systems. 

AGS  assists  many  of  the  nation's  largest  insurance  companies  in  the 
area  of  knowledge-based  systems,  networked  communications, 
prototyping  techniques,  and  document  imaging  systems. 

AGS  has  been  providing  systems  development  and  staff 
supplementation  services  to  major  companies  in  the  consumer 
products  and  retail  markets  for  over  20  years.  AGS  aided 
customers  in  applying  information  technology  to  every  phase  of  the 
product  life  cycle,  from  product  planning  and  manufacturing  to 
distribution  and  point-of-sale  support.  Selected  projects  include 
automated  pricing  systems,  inventory  control  systems,  market 
forecasting  systems  sales  management  systems,  and  electronic  data 
interchange  (EDI)  consulting  services. 


Approximately  87%  of  AGS  Information  Services'  1990  revenue 
was  derived  from  the  U.S.,  8%  from  Canada,  and  5%  from  Europe. 

AGS  Information  Services  currently  has  50  regional  and  branch 
offices  across  the  U.S.,  Canada,  and  England. 

• U.S.  offices  are  located  in  Phoenix  (AZ);  Los  Angeles,  Newport 
Beach,  and  San  Diego  (CA);  Denver  (CO);  Glastonbury  and 
Norwalk  (CT);  Boca  Raton  and  Tampa  (FL);  Atlanta  (GA); 
Oakbrook  Terrace  (IL);  Indianapolis  (IN);  Columbia  and 
Rockville  (MD);  Wakefield  (MA);  Farmington  Hills  and  Troy 
(MI);  Mountainside  and  Clark  (NJ);  Camillus,  Endwell,  New 
York,  Troy,  Wappingers  Falls,  Williamsville,  and  Woodbury 
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(NY);  Cary  (NC);  Cincinnati  and  Dublin  (OH);  Philadelphia 
(PA);  Austin,  Dallas,  and  Houston  (TX);  and  Roanoke  (VA). 

• There  are  three  offices  in  England. 

• Canadian  clients  are  supported  through  an  alliance  with 
Atkinson,  Tremblay  & Associates  in  Montreal,  Ottawa,  Quebec, 
and  Toronto. 

There  are  over  a dozen  off-site  development  centers  in  the  U.S.  and 
Cariada  that  can  provide  customers  with  an  alternative  to  in-house 
project  development. 
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PROFILE 


Chairman  & CEO: 
President  & COO: 
Status: 


Frederick  W.  Lang 
Victor  C.  Benda 
Public  Corporation 
NASDAO 
2,070 
$129,558,000 
6/30/92 


7615  Metro  Boulevard 
Minneapolis,  MN  55435 
(612)  835-2330 


Stock  Exchange: 
Total  Employees: 
Total  Revenue: 


Fiscal  Year  End: 


Key  Points: 


Analysts  International  Corporation  (AiC)  increased  its  number  of 
branch  offices  to  24  during  fiscal  1992  by  designating  its  office  in 
Lexington  (KY)  with  branch  status. 

During  the  year,  AiC  also  established  a new  southern  region, 
headquartered  in  Atlanta,  reflecting  steady  growth  in  the  volume  of 
business  obtained  from  this  area. 

• In  order  to  continually  improve  the  quality  of  its  professional 
services,  AiC  has  embarked  on  a Total  Quality  Management  (TQM) 
strategy  that  emphasizes  customer  satisfaction  as  a primary  goal, 
shortening  the  response  times  for  all  operations,  designing  for 
quality  and  preventing  defects,  and  bringing  management  and 
employees  together  to  find  the  best  way  to  get  work  done. 
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AiC  was  formed  in  1966  as  a publicly  held  corporation  to  provide 
professional  services  to  a wide  variety  of  industries.  The  company  also 
offers  three  financial  application  software  products.  Since  its  inception, 
AiC  has  completed  more  than  10,000  projects  for  more  than  4,500 
clients. 

AiC  is  currently  organized  into  five  U.S.  geographic  regions,  each 
managed  by  a regional  vice  president.  These  regions  are  Eastern, 
Central,  Midwest,  Southern,  and  Western. 


Fiscal  1992  revenue  reached  $129.6  million,  an  11%  increase  over  fiscal 
1991  revenue  of  $116.8  million.  Net  income  was  $5.4  million, 
compared  to  $5.6  million  in  fiscal  1991.  A five-year  financial  summary 

follows; 


ANALYSTS  INTERNATIONAL  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/92 

6/91 

6/90 

6/89 

6/88 

Revenue 

$129.6 

$116.8 

$107.8 

$89.9 

$70.1 

• Percent  Increase 
from  previous  year 

11% 

8% 

20% 

28% 

24% 

Income  before  taxes 
• Percent  increase 

$8.7 

$9.0 

$9.9 

$8.4 

$5.1 

(decrease)  from 
previous  year 

(3%) 

(9%) 

18% 

65% 

199% 

Net  income 

$5.4 

$5.6 

$6.0 

$5.0 

$3.1 

• Percent  increase 
(decrease)  from 
previous  year 

(4%) 

(7%) 

20% 

61% 

114% 

Earnings  per  share 

$1.14 

$1.19 

$1.29 

$1.09 

$0.69 

• Percent  increase 
(decrease)  from 
previous  year 

(4%) 

(8%) 

18% 

58% 

109% 

Company 

Description 


Financials 


Revenue  growth  was  attributed  to  a greater  volume  of  business,  as 
evidenced  by  increases  in  technical  personnel.  However,  the  recession 
created  a more  competitive  environment  and  AiC  chose  to  accept 
lower  margins  on  certain  projects  to  further  expand  its  market 
penetration. 

• Salaries,  contracted  services,  and  direct  charges,  which  represent 
AiCs  direct  labor  costs,  increased  as  a percent  of  revenues  between 
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fiscal  1992  (70.4%)  and  fiscal  1991  (70.6%).  Customer  deferrals  of 
projects,  as  a result  of  concerns  about  the  economy  during  fiscal 
1992  and  1991,  resulted  in  lower  use  of  billable  technical  staff  and  a 
higher  ratio  of  salaries  to  revenue  generated. 

Employees 

As  of  June  30,  1992,  AiC  employed  2,070  people,  of  which  60  are  sales 
staff,  38  are  recruiting  staff,  and  approximately  1,760  are  systems 
analysts,  computer  programmers,  and  other  technical  personnel  whose 
services  are  billable  to  clients. 

Competitors 

National  competitors  include  professional  services  divisions  of  large 
companies  such  as  IBM,  Control  Data  Corporation,  and  DEC,  and 
other  national  software  services  companies  such  as  Computer  Task 
Group,  CGA,  the  AGS  division  of  NYNEX,  Computer  Horizons,  and 
Keane. 

AiC  branch  locations  compete  with  various  local  professional  services 
firms. 

Key  Products  and 
Services 

Over  98%  of  AiC's  fiscal  1992  revenue  was  derived  from  professional 
services.  The  remainder  was  derived  from  applications  software 
products  and  hardware  sales. 

Professional  Services: 

During  fiscal  1992,  AiC  provided  professional  services  to  approximately 
585  clients,  of  which  approximately  225  were  new  clients.  The  company 
worked  on  a total  of  2,550  different  projects  during  fiscal  1992. 

AiC  has  extensive  experience  in  designing  and  implementing  systems 
on  a variety  of  large-  and  small-scale  computer  systems.  Areas  of 
specialization  include  the  following: 

■ Banking  and  insurance 

• Manufacturing  and  inventory  control 

• Business  and  accounting 

• Systems  software,  including  data  base  management  systems, 
compilers,  and  operating  systems 

• Scientific,  specialized  control,  and  related  applications 
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• Communications  systems  for  the  private  sector 

Professional  services  are  provided  in  the  following  functional  areas; 

• Generation  of  functional  and  detailed  design  specifications 

• Systems  software  design  and  development 

• Programming,  implementation,  maintenance,  testing,  and 
documentation 

• Special-purpose  systems  design  and/ or  modifications,  timeshare, 
process  control,  and  medical  systems 

• Systems  orientation  and  training  seminars 

• Technical  audits 

• Equipment  evaluation  and  requirements  analysis 

• Systems  resource  analysis 

Examples  of  AiC  projects  during  fiscal  1992  include  the  following; 

• AiC  is  designing  and  developing  applications  programs  for  American 
Electric  Power's  marketing/accounting/customer  service  system. 

• AiC  is  providing  major  enhancements  to  Red  Wing  Shoe  Company's 
order  processing/accounting/manufacturing  system. 

• AiC  is  responsible  for  developing  and  implementing  integrated 
network  software  for  use  by  Eastman  Kodak  in  its  Thermal  Media 
Manufacturing  group. 

Examples  of  AiC  projects  during  fiscal  1991  include  the  following; 

• AiC  designed  and  developed  application  programs  for  General 
Electric  Motors'  Production  Control  System,  which  links 
workstations  and  LAN  servers  in  General  Electric  Motors'  17 
locations  worldwide. 

• Under  subcontract  to  Price  Waterhouse,  AiC  developed  custom 
applications  for  the  American  Legion's  new  IBM  AS/ 400-based 
membership  information  system. 

• AiC  is  working  with  Northern  Telecom  and  its  research  subsidiary, 
BNR,  to  develop  applications  for  "Product  Portfolio,"  a system 
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designed  to  shorten  the  development  cycle  of  Northern  Telecom's 

communications  products. 

Software  Products: 

AiC,  through  its  branch  offices,  markets  application  software  products 

and  offers  training  seminars. 

• Software  products  include  the  following; 

- The  Credit  Collection  Accounting  System  (CCAS),  originally 
developed  under  a professional  services  contract  for  a collection 
agency  client,  provides  data  gathering,  control,  and  reporting 
functions  for  the  collection  of  retail  and  commercial  credit 
accounts. 

CCAS  operates  on  IBM  System/36,  /38,  and  AS/400 
computers  and  is  available  to  clients  for  license  as  a software 
product  and  as  a turnkey  system. 

• CCAS  software  ranges  in  price  from  $20,000  to  $60,000. 

- The  Delinquent  Loan  Recovery  System  (DLR$),  introduced  in 
March  1986,  is  designed  for  credit  unions,  savings  and  loans, 
banks,  and  other  financial  institutions. 

• Capabilities  are  similar  to  those  offered  with  CCAS.  DLR$ 
runs  on  Data  General  MV  Series  minicomputers  and  IBM 
PCs.  The  software  ranges  in  price  from  $10,000  to  $20,000. 

- The  Charge-Off  Tracking  System  (CTS),  introduced  in  January 
1989,  is  targeted  to  organizations  using  third-party  collection 
firms  to  track  their  collection  efforts.  CTS  runs  on  Data  General 
MV  series  minicomputers  and  IBM  PCs.  The  software  ranges  in 
price  from  $3,000  to  $5,000. 

• Available  training  seminars  include  the  following; 

- AiCs  CICS/VS  Command  Level  training  for  applications 
programmers  is  a one -week  class/computer  workshop  conducted 
at  the  client's  site.  Experienced  Ijatch  programmers  are  trained  to 
design,  code,  test,  debug,  and  execute  on-line  programs. 

- ProFile,  a three-day  seminar,  presents  AiC-developed  project 
control  procedures  that  address  common  data  processing 
management  problems  in  the  areas  of  planning,  control,  and 
documentation. 
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- Advanced  CICS/VS  training  provides  additional  insight  for 
experienced  batch  programmers  who  have  attended  the  CICS/VS 
Command  Level  course. 


Industry  Markets  AiC  derives  its  revenue  from  a range  of  commercial  industry  clients.  A 

three-year  summary  of  revenue  sources  by  industry  served,  as  provided 
by  AiC,  follows: 

ANALYSTS  INTERNATIONAL  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

INDUSTRY 

6/92 

6/91 

6/90 

Electronics 

38% 

37% 

34% 

Manufacturing 

15% 

18% 

15% 

Banking  and  finance 

8% 

6% 

10% 

Telecommunications 

7% 

8% 

9% 

Oil  and  chemical 

6% 

2% 

4% 

Insurance/health  care 

5% 

6% 

7% 

Food 

5% 

6% 

5% 

Services 

5% 

2% 

— 

Merchandising 

4% 

6% 

4% 

Transportation 

3% 

3% 

5% 

Power  and  utiiity 

3% 

3% 

2% 

Government 

1% 

2% 

2% 

Other 

— 

1% 

3% 

TOTAL 

100% 

100% 

100% 

AiC  derived  approximately  32%  ($41  million)  of  fiscal  1992  revenue, 
30%  ($35  million)  of  fiscal  1991  revenue,  and  25%  ($27  million)  of 
fiscal  1990  revenue  from  various  operating  units  and  divisions  of  IBM. 


Geographic  One  hundred  percent  of  AiC's  revenue  is  derived  from  the  U.S. 

Markets 

Regional  and  branch  offices  are  in  Atlanta  (GA);  Austin,  Dallas,  and 
Houston  (TX);  Bellevue  (WA);  Boca  Raton  and  Tampa  (FL); 
Cleveland  and  Columbus  (OH);  Concord  (CA);  Denver  (CO);  Durham 
(NC);  Indianapolis  (IN);  Kansas  City  (MO);  Lexington  (KY); 
Livingston  (NJ);  Minneapolis  and  Rochester  (MN);  New  York  City  and 
Rochester  (NY);  Phoenix  (AZ);  Schaumburg  (IL);  Southfield  (MI); 
and  St.  Louis  (MO). 
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Computer 

Hardware 


AiC  also  has  field  offices  in  Akron/Canton  (OH),  Boulder  (CO), 
Charlotte  (NC),  Greenville  (SC),  Memphis  (TN),  Omaha  (NE), 
Philadelphia  (PA),  San  Jose  (CA),  Washington,  D.C.,  and  Cambridge 
(England). 


AiC  has  Data  General  and  IBM  computers  installed  at  its  corporate 
offices. 

AiCs  branch  offices  in  Austin,  Dallas,  Minneapolis,  and  Columbus 
have  installed  integrated  customer  support  computer  facilities,  which 
are  used  to  implement  client  projects  off-site. 
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A.  O.  SMITH  DATA  SYSTEMS,  INC. 

8901  North  Kildeer  Court 
Brown  Deer,  Wl  53209 
(414)  357-2700 


Alan  G.  Brown,  President 
Subsidiary  of  A.  0.  Smith  Corporation 
Total  Employees:  400* 

Total  Revenue,  Fiscal  Year  End 
12/31/85:  $25,700,000 
Noncaptive  Revenue:  $16,600,000 


THE  COMPANY 

• A.  O.  Smith  Data  Systems,  Inc.  was  formed  as  a division  of  A.  0.  Smith 
Corporation  in  1961  to  provide  processing  services.  A.  O.  Smith  Data  Systems 
was  incorporated  as  a subsidiary  in  1985  and  currently  provides  EFT  software 
and  processing  services  for  financial  institutions  and  retailers,  and  computer- 
aided  engineering  (CAE)  software  and  consulting  services  for  the 
manufacturing  industry.  A.  0.  Smith  Data  Systems  also  provides  processing 
services  to  its  parent  company. 

A.  0.  Smith  Corporation,  founded  in  1916,  is  a discrete  manufacturing 
firm  with  1985  revenue  of  $897.5  million. 

• A.  0.  Smith  Data  Systems'  revenue  for  1985  reached  $25.7  million,  a I 7?6 
increase  over  revenue  of  $21.9  million  for  1984.  Noncaptive  revenue 
increased  33%  from  $12.5  million  in  1984  to  $16.6  million  in  1985.  Net 
income  increased  85%  from  $1.3  million  in  1984  to  $2.4  million  in  1985.  A 
five-year  financial  summary  follows: 


A.  0.  SMITH  DATA  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1985 

1984 

1983 

1982 

1981 

Total  revenue 
. Percent  increase 

$25.7 

$21.9 

$20.4 

$16.9 

$14.9 

from  previous  year 

17% 

7% 

21% 

13% 

6% 

Noncaptive  revenue 
. Percent  increase 

$ 16.6 

$ 12.5 

$ 12.0 

$ 9.5 

$ 7.7 

from  previous  year 

33% 

4% 

26% 

23% 

10% 

Net  income 
. Percent  increase 

$ 2.4 

$ 1.3 

$ 1.2 

$ 0.5 

$ 0.5 

from  previous  year 

85% 

8% 

240% 

- 

150% 

*1NPUT  estimate 
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• Data  Systems  consists  of  three  groups  us  follows: 

The  Engineering  Group  develops  and  markets  software  for  engineering 
analysis  and  provides  consulting  services  based  on  its  software. 

The  Electronic  Funds  Transfer  Group  provides  automated  teller 
machine  and  point-of-sale  software  and  processing  services. 

The  Computer  Services  Group  provides  processing  services  to  A.  0. 
Smith  and  to  A.  0.  Smith  Data  Systems'  customers. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  that  approximately  60%  of  A.  O.  Smith  Data  Systems' 
noncaptive  1985  revenue  was  derived  from  remote  processing  services,  20% 
from  software  products,  and  the  remaining  20%  from  professional  consulting 
and  custom  programming  services. 

• A.  0.  Smith  Data  Systems  began  marketing  its  electronic  funds  transfer 
software  and  processing  services  under  a new  name,  Connex^*^-,  in  May  1985. 

The  two  major  family  members  of  Connex  are  ATM/Connex'’’-^- and 
POS/Connex''''^-. 

. ATM/Connex  provides  links  to  multiple  processor  hosts  for  on- 
line or  stand-in  authorization  and  supports  high  volume 
transaction  switching.  Network  links  accommodate  terminal 
sharing  on  local,  regional,  and  national  levels.  ATM/Connex 
supplies  terminal  driving  for  all  major  models  of  automated 
teller  machines.  ATM/Connex  provides  settlement  and  activity 
reports  by  terminal,  institution,  and  network,  as  well  as  fee 
billing  and  related  functions. 

. POS/Connex  provides  interfaces  to  processor  hosts  for 

authorization  and  to  debit/credit  networks  for  sharing,  and 
performs  high-volume  transaction  switching.  POS/Connex 
supports  all  major  models  of  point-of-sale  terminals,  including 
those  for  draft  capture,  automated  fuel  systems,  and  device 
concentrators.  POS/Connex  settlement  reports  detail  activity 
for  each  terminal  and  for  specific  transactions  by  cardholder. 
Settlement  cut-offs  are  flexible. 

Connex  software  operates  on  IBM  4381  or  larger  computers  and 
compatible  systems  under  MVS/SP  or  MVS/XA  operating  systems  and 
on  Tandem  NonStop  II,  TXP,  EXT,  and  VLX  computers  under  the 
GUARDIAN  operating  system. 

There  are  currently  23  Connex  software  clients  and  18  processing 
clients. 


2 of  3 
July  1986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


A.  0.  SMITH  DATA  SYSTEMS,  INC. 


• A.  0.  Smith  Data  Systems  offers  consulting  services  and  engineering  software 
packages  through  its  Engineering  Group.  The  three  packages  currently 
offered  include  the  following; 

AOS/MAGNETIC-^  “ and  AOS/ELECTROMAG  ^-“  operate  on  IBM,  Cray, 
and  Control  Data  Corporation  Cyber  mainframes  and  DEC  VAX,  Prime 
and  Apollo  minicomputers.  The  software  is  marketed  on  an  annual  ’ 
lease  basis. 

Introduced  in  I 983_,  AOS/MAGNETIC  Analysis  Program 
calculates  magnetic  fields  and  performance  parameters  for 
magnetic  and  electrical  products. 

AOS/ELECTROMAG  Analysis  Program,  introduced  in  1984,  has 
advanced  three  dimensional  (3D)  capabilities  to  perform 
complex  electromagnetic  analysis. 

AOS/MAGGIE’^  “- Analysis  Program  was  introduced  in  1985. 
AOS/MAGGIE  incorporates  selected  features  of  AOS/MAGNETIC  for 
application  on  IBM  PC  or  compatible  microcomputers. 

• A.  0.  Smith  Data  Systems  provides  custom  software  development  professional 
services  to  A.  0.  Smith  Data  Systems  software  customers. 

INDUSTRY  MARKETS 

• A.  0.  Smith  Data  Systems'  1985  noncaptive  revenue  was  derived  primarily 
from  the  banking  industry.  The  petroleum  and  retail  distribution  industries 
provided  additional  revenue, 

GEOGRAPHIC  MARKETS 

• All  of  A.  0.  Smith  Data  Systems'  I 985  revenue  was  derived  from  the  U.S. 

• Marketing  and  sales  operations  are  centralized  at  its  headquarters. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• A.  0.  Smith  Data  Systems  maintains  various  IBM  and  Tandem  equipment  at  its 
headquarters. 
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COMPANY 

PROFILE 


THE  APL  GROUP  INC. 

644  Danbury  Road 
Wilton,  CT  06897 
Phone:  (203)  762-3933 
Fax:  (203)  762-2108 


Chairman: 

President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End 


Private  Corporation 


George  Brigham 
Stuart  Sawabini 


20 

$3,500,000* 

12/31/92 


*INPUT  estimate 


Key  Points 


The  APL  Group  is  a leading  provider  of  Qualedi  ^ PC-based  EDI 
software  and  trading  partner  assistance  services. 

APL  has  targeted  its  Qualedi  product  to  be  the  premier  PC-based 
translator  for  companies  wanting  to  integrate  EDI  with  existing 
software  applications.  These  applications  may  be  running  on  other 
than  PC  platforms. 

APL  claims  that  the  underlying  relational  data  base  structure  of  its 
EDI  translator  provides  the  flexibility  to  respond  quickly  to  changes 
in  the  standards. 

APL's  strengths  include  good  product  quality  and  good  customer 
support.  Also,  principal  Dan  Codman  is  intimately  involved  with 
EDI  standards  development  committees  (ANSI  X12  and  EDIFACT) 
worldwide,  giving  APL  greater  exposure  and  allowing  the  company 
to  be  cognizant  of  new  standards  and  standards-related 
developments. 

During  1992,  APL  expanded  its  EDI  professional  services  operations 
with  the  acquisition  of  Cornerstone  EDI  Services  Group. 

APL's  Qualedi  EDI  translation  software  has  been  reviewed  and 
approved  for  use  within  the  health  care  industry  by  the  Healthcare 
EDI  Corporation.  Qualedi  is  currently  installed  in  over  18  industries 
across  the  U.S. 


May  1993 
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Company 

Description 

The  APL  Group  was  founded  in  1983  by  George  Brigham  and  Daniel 
Codman  for  the  sole  purpose  of  developing  software  for  electronic  data 
interchange  (EDI). 

During  1992,  APL  acquired  Cornerstone  EDI  Services  Group,  an  EDI 
professional  services  organization  providing  consulting,  education, 
implementation,  and  systems  integration  services. 

APL  is  currently  organized  into  two  divisions  as  follows: 

• The  Quadeli  Software  Division  markets  and  supports  the  company's 
Qualedi  EDI  PC-based  translation  software. 

• The  Cornerstone  EDI  Resources  Division  provides  EDI-related 
professional  services. 

Alliances 

APL  has  an  alliance  with  Sterling  Software  whereby  APL  can  refer  the 
Sterling  EDI  network  to  APL  prospective  EDI  software  customers. 

APL  is  strategically  allied  with  Greentree  Software  (New  York,  NY) 
which  produces  CAP3  Computer  Assisted  Purchasing  software.  The 
alliance  is  intended  to  provide  complete  EDI  capability  to  purchasing 
professionals. 

APL  is  also  allied  with  TanData  Corporation  (Tulsa,  OK),  a small 
package  shipping  software  development  corporation. 

Key  Products  and 
Services 

Approximately  15%  of  the  company's  revenue  is  derived  from  software 
products  and  25%  from  professional  services. 

Qualedi,  originally  introduced  in  1984,  is  a micro-based  translation 
software  product  supporting  all  public  EDI  standards.  The  software  is 
now  at  release  10. 

• Qualedi  has  standards-compliance  verification  abilities.  At  each 
level  of  the  EDI  transmission  (interchange  level,  group  level,  and 
transaction  set  level)  Qualedi  verifies  that  all  data  elements  and 
segments  adhere  to  the  standards.  If  errors  appear,  they  are 
reported  and  in  some  instances  corrected. 

• The  product  supports  unattended  scheduled  operations. 

• The  Qualedi  front-end  acts  as  either  a front-end  to  a mainframe  or 
mini,  or  as  a standalone  workstation.  It  features  modes  for  testing 
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the  mainframe  interface  and  new  correspondents.  The  front-end 
sells  for  $3,200. 

• The  Qualedi  service  bureau  is  an  enhanced  mode  of  the  front-end. 
The  user  of  the  system  is  not  the  sender  or  receiver  of  the 
documents,  as  in  the  front-end  mode,  but  serves  instead  as  the 
service  bureau  for  a number  of  internal  correspondents  who  are  the 
real  senders  and  receivers.  The  user  system  is,  in  this  case,  an 
interface  between  multiple  internal  and  multiple  external 
correspondents. 

• Data  mapping  capabilities  allow  for  two  types  of  record  formats: 
fixed  position  and  variable  length. 

• The  multiple-correspondent  workstation  enables  the  PC  to  act  as  a 
standalone,  key-entry  terminal  for  sending  and  receiving  EDI 
documents  with  any  number  of  trading  partners.  The  multiple- 
correspondent  workstation  sells  for  $2,500. 

• The  single-correspondent  substation  is  used  for  communicating  with 
only  one  correspondent,  and  sells  for  $1,650. 

• Qualedi  operates  on  any  MS-DOS  PC/XT-,  AT-  or  386-c’ompatible 
microcomputer  equipped  with  a serial  port,  an  internal  clock,  640K 
of  RAM  and  10-megabyte  hard  disk,  a monochrome  monitor,  and  an 
80-character  printer.  A modem  and  communication  software  are 
required  for  communications. 

• Qualedi  supports  the  following  standards:  ANSI  X12  (all  industries, 
including  CIDX,  AIAG,  CDX,  VICS);  UCS  (grocery/retail);  WINS 
(warehousing);  TDCC  (transportation);  and  EDIFACT 
(international). 

■ Data  communications  networks  supported  by  the  product  include 
the  following:  Advantis,  BT  North  America,  Transettlements,  Ford, 
Telecom  Canada,  AT&T,  Ordernet,  Kleinschmidt,  GE  Information 
Services,  and  Railinc.  Additionally,  the  software  supports  point-to- 
point  implementations. 

APL  participates  in  the  IBM  Business  Partner  Program;  it  is  on  BT 
North  America's  Alliance  Partner  program;  and  it  signed  a national 
cooperation  agreement  for  marketing,  sales,  and  implementation 
with  AT&T. 

Communications  software  supported  by  Qualedi  is  dependent  on 
which  of  the  10  networks  the  customer  uses. 
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Industry  Markets 


Geographic 

Markets 


The  APL  Group  also  provides  professional  services  such  as 
customization  and  consulting  services,  in  addition  to  providing  its 
customers  with  installation  services,  a tutorial  demonstration,  and 
hotline  support.  On-site  installation/support/training  costs  $500  per 
day  plus  travel  expenses.  Monthly  EDI  education  classes  cost  $275  per 
day  per  person. 


Qualedi  has  been  installed  in  over  18  different  industries,  including 
retail,  aerospace,  grocery,  telecommunications,  airline,  utility, 
chemicals,  manufacturing,  transportation,  health  care,  and  distribution. 

The  product  has  generic  capabilities  that  allow  its  use  in  any  industry 
that  has  endorsed  national  standards. 


The  APL  Group  sells  directly  and  through  VAR  distribution  charmels. 
VARs  are  responsible  for  approximately  10%  of  sales.  The  company 
has  installations  in  the  U.S.  and  Canada. 
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COMPANY  PROFILE 


THE  APL  GROUP  INC. 

644  Danbury  Road 
Wilton,  CT  06897 
(203)  762-3933 


George  Brigham,  President 
Private  Corporation 
Total  Employees;  20 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $4,000,000* * 


*INPUT  estimate 


The  Company 


founded  in  1983  by  George  Brigham  and 
Daniel  Codman  for  the  sole  purpose  of  developing  software  for 
electronic  data  imerchange  (EDI).  The  company's  products  and 
services  include  Qualedi  EDI  PC-based  translation  software, 
annual  software  maintenance  and  customer  support  EDI 
education,  and  EDI  consulting. 

The  Group  has  targeted  its  PC  product  to  be  the  premier  PC- 
based  translator  for  companies  wanting  to  integrate  EDI  with 

existing  software  applications.  These  applications  may  be  running 
on  other  than  PC  platforms.  ciuiimng 


* underlying  relational  data  base  structure  of 

Its  EDI  translator  provides  the  flexibility  to  respond  quickly  to 
changes  m the  standards.  i ^ -y  lu 


^e  company  has  evidently  secured  financial  backing  to  pursue 
Its  perceived  market.  New  marketing  and  sales  staff  have  been 


The  company  reports  that  since  1987  its  sales  have  grown  17% 
rrom  quarter  to  quarter. 


sl^rces'"’"®  f PP™™ufo;y  75%  of  the  company's  revenue  is  derived  from 

software  products  and  25%  from  professional  services. 

Qualedi.  originally  introduced  in  1984,  is  a micro-based  translation 
software  product  supporting  all  public  EDI  standards.  The 
software  is  now  at  release  nine  (9). 

Qualedi  has  standards-compliance  verification  abilities.  At 
each  level  of  the  EDI  transmission  (interchange  level,  group 
level,  and  transaction  set  level)  QualEDI  verifies  that  all  data 
elements  and  segments  adhere  to  the  standards.  If  errors 
appear,  they  are  reported  and  in  some  instances  correctable. 
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• The  product  supports  unattended  scheduled  operations. 

• The  Qualedi  front-end  acts  as  either  a front-end  to  a mainframe 
or  mini,  or  as  a standalone  workstation.  It  features  modes  for 
testing  the  mainframe  interface  and  new  correspondents.  The 
front-end  sells  for  $3,200. 

• The  Qualedi  service  bureau  is  an  enhanced  mode  of  the  front- 
end.  The  user  of  the  system  is  not  the  sender  or  receiver  of  the 
documents,  as  in  the  front-end  mode,  but  serves  instead  as  the 
service  bureau  for  a number  of  internal  correspondents  who  are 
the  real  senders  and  receivers.  The  user  system  is,  in  this  case, 
an  interface  between  multiple  internal  and  multiple  external 
correspondents. 

• Data  mapping  capabilities  allow  for  two  types  of  record 
formats',  fixed  position  and  variable  length. 

• The  multiple-correspondent  workstation  enables  the  PC  to  act 
as  a standalone,  key-entry  terminal  for  sending  and  receiving 
EDI  documents  with  any  number  of  trading  partners.  The 
multiple-correspondent  workstation  sells  for  $2,700. 

• The  single-correspondent  substation  is  used  for  communicating 
with  only  one  correspondent,  and  sells  for  $1,650. 

• Qualedi  operates  on  any  MS-DOS  PC/XT-,  AT-  or  386- 
compatible  microcomputer  equipped  with  a serial  porg  an 
internal  clock,  640K  of  RAM  and  10-megabyte  hard  disk,  a 
monochrome  monitor,  and  an  80-character  printer.  A modem 
and  communication  software  are  required  for  communications. 

• Qualedi  supports  the  following  standards:  ANSI  X12  (all 
industries,  including  CIDX,  AIAG,  CDX,  VICS);  UCS 
(grocery/retail);  WINS  (warehousing);  TDCC  (transportation); 
and  EDIFACT  (international). 

• Data  communications  networks  supported  by  the  product 
include  the  following:  BT  North  America,  Transettlements, 
Sears  Communication  Company,  Ford,  Telecom  Canada, 
AT&T,  Qrdernet,  Kleinschmidt,  GE  Information  Services, 
CompuServe,  Railinc,  and  IBM  Information  Network  (APL 
participates  in  the  IBM  Business  Partner  Program,  it  is  on  BT 
North  America’s  Alliance  Partner  program;  and  it  signed  a 
national  cooperation  agreement  for  marketing,  sales,  and 
implementation  with  AT&T).  Additionally,  the  software 
supports  point-to-point  implementations. 
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Communications  software  supported  by  Qualedi  is  dependent 
on  which  of  the  14  networks  the  customer  uses 

The  APL  Group  also  provides  professional  services  such  as 
customization  and  consulting  services,  in  addition  to  providing  its 
customers  with  installation  services,  a tutorial  demonstration  ^and 

per  daVoISs  installation/support/training  costs  $500 

expenses.  Monthly  EDI  education  classes  cost 
$250/ day  per  person. 

Strategic  Alliances: 

IS  strategically  allied  with  Greentree  Software  (New  York 

Purchasing  ’ 

software.  The  alliance  is  intended  to  provide  complete  EDI 
capability  to  purchasing  professionals. 

IS  also  allied  with  TanData  Corporation  (Tulsa,  OK),  a small 
package  shipping  software  development  corporation. 

Industry  Markets 

Qualedi  has  been  installed  in  18  different  industries,  including 
retail,  aerospace  grocery,  telecommunications,  airline,  utility 
chemicals,  manufacturing,  transportation,  and  distribution. 

The  product  has  generic  capabilities  that  allow  its  use  in  any 
industry  that  has  endorsed  national  standards. 

Geographic 

Markets 

Jhn  i^P  through  VAR  distribution 

hannels.  VARs  are  responsible  for  approximately  10%  of  sales 
Ihe  company  has  installations  in  the  U.S.  and  Canada. 
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THE  APL  GROUP  INC.  George  Brigham,  President 


644  Danbury  Road 
Wilton,  CT  06897 
(203)  762-3933 

Private  Corporation 
Total  Employees:  12 
Total  Revenue,  Fiscal  Year  End 
3/31/88:  $1,000,000* 

* INPUT  estimate 

The  Company 

The  APL  Group  was  founded  in  1983  by  George  Brigham  and 
Daniel  Codman  for  the  sole  purpose  of  developing  software  for 
electronic  data  interchange  (EDI).  The  APL  provides  EDI 
software  products;  turnkey  systems;  professional  services  such  as 
customization  and  consulting;  and  related  services  such  as  training, 
hotline  support,  remote  diagnostics,  and  system  enhancements. 

INPUT  estimates  that  for  the  fiscal  year  ending  March  31,  1988, 
revenue  for  the  company  was  $1  million. 

Currently,  the  APL  Group  has  12  employees. 

The  company's  principal  competitors  include  the  following:  EDI 
Inc.,  Supply  Tech,  DNS,  Metromark,  and  Transettlements. 

Key  Products  and 
Services 

Approximately  90%  of  the  company's  revenue  is  derived  from 
software  products  and  10%  is  derived  from  professional  services. 

Qualedi,  originally  introduced  in  1984  under  the  name  of  APL 
Computer-to-Computer  Document  Interchange  (ACDI),  is 
primarily  translation  software  for  electronic  data  interchange.  The 
complete  Qualedi  system  includes  a base  translator  plus  any 
documents  the  user  requires.  To  date,  over  60  Qualedi  systems 
have  been  installed.  The  current  version  is  2.0. 

• The  Qualedi  front-end  acts  as  either  a front-end  to  a mainframe 
or  mini,  or  as  a standalone  workstation.  It  features  modes  for 
testing  both  the  mainframe  interface  and  new  correspondents. 
The  front-end  sells  for  $3,200. 

• The  Qualedi  service  bureau  is  an  enhanced  mode  of  the  front- 
end.  The  user  of  the  system  is  not  the  sender  or  receiver  of  the 
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Industry  Markets 


documents,  as  in  the  front-end  mode,  but  serves  instead  as  the 
service  bureau  for  a number  of  internal  correspondents  who  are 
the  real  senders  and  receivers.  The  user  system  is,  in  this  case, 
an  interface  between  multiple  internal  and  multiple  external 
correspondents. 

• The  multiple  correspondent  workstation  enables  the  PC  to  act 
as  a standalone,  key-entry  terminal  for  sending  and  receiving 
EDI  documents  with  any  number  of  trading  partners.  The 
multiple-correspondent  workstation  sells  for  $2,700. 

• The  single-correspondent  substation  is  used  for  communicating 
with  only  one  correspondent,  and  sells  for  $1,650. 

• Qualedi  operates  on  any  MS-DOS  PC/XT-  or  PC/AT- 
compatible  microcomputer  equipped  with  a serial  port,  an 
internal  clock,  640K  of  RAM  and  10-megabyte  hard  disk,  a 
monochrome  monitor,  and  an  80-character  printer.  In  addition, 
a modem  and  software  are  required  for  communications. 

• Qualedi  supports  the  following  standards:  ANSI  X12  (all 
industries  including  CIDX,  AIAG,  CDX,  VICS);  UCS 
(grocery/retail);  WINS  (warehousing);  TDCC  (transportation); 
and  EDIFACT  (international). 

• The  data  communications  networks  supported  by  the  product 
include  those  from  the  following  companies:  McDonnell 
Douglas,  Ordernet,  Kleinschmidt,  Point-to-Point,  Western 
Union,  GEISCO,  CNCP,  CompuServe,  Control  Data,  Railinc, 
and  IBM  (pending). 

• Qualedi  is  now  strategically  allied  with  CAP3  Computer 
Assisted  Purchasing.  The  strategic  alliance  is  intended  to 
provide  the  most  complete  EDI  capability  available  to 
purchasing  professionals. 

The  APL  Group  provides  professional  services  such  as 

customization  and  consulting  services,  in  addition  to  providing  its 

customers  with  installation  services,  a tutorial  demonstration,  and 

hotline  support. 


The  APL  Group  sells  its  EDI  products  and  services  to  all 
industries. 
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Geographic 

Markets 


Computer 

Hardware 


The  APL  Group  sells  directly  and  through  VAR  distribution 
channels.  VARs  are  responsible  for  approximately  10%  of  sales. 
The  company  has  installations  in  the  U.S.  and  Canada. 


The  APL  Group  has  seven  IBM  PC  compatibles  installed  at  its 
Wilton  (CT)  office. 
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Primary  Industry-Specific  Market:  Distribution  and  Transportation 


The  APL  Group,  Inc. 

50  Danforth  Drive 
New  Canaan,  CT  06840 
(203)  972-0443 

Principal:  Daniel  Codman 
Private  Corporation 

Revenue  (FYE  12/31/85):  $3.2  million* 


The  Company: 

The  APL  Group  provides  electronic  data  interchange  (EDI)  software  for  IBM 
PC,  XT,  AT,  and  compatible  microcomputers.  The  package,  called  APL 
Computer-to-Computer  Document  Interchange  (ACDI),  front-ends  a host 
mainframe  for  translations  and  related  EDI  functions. 

Key  Products: 

ACDI  is  a generic  package  designed  for  virtually  any  Transportation  Data 
Coordination  Committee/American  National  Standards  Institute  (TDCC/ANSl) 
standard  application.  Bisynchronous  and  asynchronous  communications  are 
supported  and  report  generators  are  integrated  into  the  software. 

APL's  software  is  modular  with  four  separate  modes  designed  to  allow  cost- 
effective  experimentation  with  different  situations  and  data,  and  to  allow 
staged  evaluation  of  EDI's  impact  on  the  business  without  interfering  with 
existing  systems.  The  modes  include: 

. Tutorial,  for  training  and  demonstration.  Communications  are 
simulated.  The  tutorial  gives  potential  users  prototyping  experience. 

. Mainframe  Test  Mode  allows  experimenting  with  two-way  host  system 
communications,  but  without  external  correspondent  document 
exchanges. 

. Correspondent  Test  Mode  supports  external  communications,  but  not 
host  communications. 

. The  Operational  Mode  is  a fully  operational  system. 


*1NPUT  estimate 
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APL  provides  mainframe  customization,  but  this  can  be  done  by  the  user  with 
a set  of  standard,  adaptable,  fixed-length  interface  records. 


Marketing  is  targeted  primarily  to  the  grocery,  transportation,  and  distribu- 
tion industries  where  APL  corporate  members  previously  worked. 

However,  the  software  is  suitable  for  other  applications.  Accounts  in  the 
electronics  and  chemical  industries  are  being  pursued. 

The  company's  micro  strategy  appeals  to  those  seeking  economical  EDI 
solutions. 

. ACDI  can  cost  60-80%  less  than  user  developed  mainframe  EDI 
software. 

. Installation  and  maintenance  costs  are  said  to  be  low. 

. The  micro  orientation  supports  migration  to  larger  standalone  systems, 
or  integration  into  a mainframe  environment. 


Target  Markets; 
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ARC/AMS 

One  Heritage  Drive 
North  Quincy,  MA  02171 
(617)  472-5150 


David  W.  Wroe,  Chairman  and  CEO 
William  C.  Atkinson,  President 
Private  Company,  Jointly  Owned  by  a 
Consortium  of  Seven  Insurance 
Companies 

Total  Employees;  570 

Total  Revenue,  Fiscal  Year  End 


12/31/84:  $38,000,000 


THE  COMPANY 

• ARC/ AMS  provides  batch  and  remote  batch  processing  services  and  turnkey 
systems  to  independent  insurance  agents  and  brokers  in  the  U.S.  and  Canada. 

The  company  began  in  1 963  as  Agency  Records  Control,  Inc.  (ARC)  and 
was  acquired  in  1969  by  Kaneb  Services,  Inc.  and  consolidated  with 
Kaneb's  computer  services  related  companies  in  1980  to  form  ARC 
Automation  Group. 

In  August  1982  ARC  Automation  Group  was  sold  by  Kaneb  to  Fireman's 
Fund  Insurance  Company,  a subsidiary  of  American  Express,  for  $52.5 
million. 

ARC  Automation  Group  was  merged  with  a Fireman's  Fund  automation 
subsidiary  called  Agency  Automation  Systems,  Inc.  to  create  a new 
company  called  ARC  Automation  Systems. 

ARC  Automation  Systems  operated  as  a Fireman's  Fund  subsidiary  until 
February  1984  when  Fireman's  Fund  joined  a consortium  of  six  other 
insurance  companies  that  owned  Agency  Management  Systems  (AMS),  a 
Quincy  (MA)  company  providing  microcomputer  and  minicomputer 
turnkey  systems  to  insurance  agents.  ARC  Automation  Systems  and 
AMS  were  merged  to  form  ARC/ AMS  and  the  headquarters  were  moved 
to  Quincy. 

ARC/AMS  now  operates  as  a private  company  owned  equally  by  the 
consortium  of  seven  insurance  companies;  AIG,  Commercial  Union, 
Crum  and  Forster,  CNA,  Fireman's  Fund,  Great  American,  and  Zurich 
American. 

• ARC/AMS's  1984  revenue  was  approximately  $38  million,  about  the  same  as 
the  previous  year. 
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• ARC/AMS  currently  employs  500  people,  distributed  approximately  as  follows: 


Marketing/sales 

70 

Software  services/ 

customer  support 

190 

Computer  operations 

190 

General  and  administrative 

50 

500 

• ARC/ AMS  competitors  include  AGENA  Corporation  (formerly  Safecom,  Inc.), 
Insurnet,  Delphi,  Redshaw,  EBS,  and  Gemini  (a  product  of  Aetna  Life  & 
Casualty). 

KEY  PRODUCTS  AND  SERVICES 

e ARC/AMS  derived  approximately  60%  of  1984  revenue  from  the  sale  of 
minicomputer  and  microcomputer  turnkey  systems  and  40%  from  batch  and 
remote  batch  processing  services. 

• ARC/AMS  developed  and  markets  the  ARC/AMS  Series/1  minicomputer 
turnkey  system  and  the  AMS  Micro  standalone  turnkey  system  for  independent 
insurance  agency  and  brokerage  management. 

The  ARC/ AMS  Series/1  is  a fully  integrated  system  composed  of  an  IBM 
Series/I  minicomputer  and  ARC/AMS  software.  The  system  is  priced 
from  $40,000  depending  upon  the  number  of  terminals,  disks,  printers, 
and  options.  Currently,  over  300  insurance  agents  are  using  the 
ARC/ AMS  Series/1.  The  basic  system  includes  the  following  integrated 
modules; 

. ARC/AMS  Accounting  System  features  on-line  entry  and  proces- 
sing of  agency  receipts,  disbursements,  and  journal  entries. 
Transaction  registers  provide  audit  trails  for  each  entry  iden- 
tifying the  source  of  transactions.  Management  reports  can  be 
generated  on  request,  daily,  or  monthly. 

. ARC/ AMS  Billing  System  features  on-line  entry  of  invoice 

transactions  and  automatic  preparation  of  client  invoices  that 
generate  accounts  receivable,  accounts  payable,  general  ledger, 
direct  bill,  and  premium  and  commission  statistical  entries. 
Standard  production  reports  are  provided  on  request  for  install- 
ment and  expiration  lists  with  sorts  by  company,  producer,  or 
line  of  business. 

. ARC/ AMS  Daily  Retrieval  System  provides  for  the  storage  and 

retrieval  of  client  policy  information.  An  optional  Daily 
Retrieval  System  is  available  for  agents  with  multiple  locations 
and  lines  of  business. 
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ARC/AMS  Claims  System  provides  for  the  storage  and  retrieval 
of  information  on  open  and  closed  loss  claims. 

ARC/AMS  Client  Services  System  allows  an  agency  to  maintain 
client  profile,  policy  information,  diary  and  receivable  status, 
and  claims  status,  and  provides  diary  and  letter  writing  modules 
for  sending  letters  and  memos. 

, ARC/ AMS  Diary  System  supports  agency  suspense  and  follow-up 

requirements  by  producing  follow-up  lists  and  work  schedules  by 
client,  employee  responsible,  or  other  criteria.  Information  can 
be  accessed  and  supplied  from  the  ARC/AMS  Client  Services 
System. 

. ARC/AMS  Insured  Reporting  System  provides  printed  reports  of 
information  stored  in  the  name,  address,  and  policy  files. 
Information  can  be  selected  by  various  criteria  and  printed  in 
report,  file  folder,  or  moving  label  format. 

. ARC/AMS  System  Control  module  provides  agencies  with  the 
capability  of  customizing  their  system  modules  to  accommodate 
unique  procedures. 

. Optional  modules  available  include  ARC/AMS  Letter  Writer  for 
word  processing  of  correspondence  and  merging  with  client  or 
prospect  lists  for  mass  mailings,  ARC/AMS  Query  for  selecting 
and  extracting  information  from  other  modules  through  menu 
options  or  agency-defined  selection  criteria,  and  ARC/AMS 
Marketing  which  combines  the  ARC/AMS  Prospecting  System 
for  selecting  and  targeting  of  reports  and  marketing  letters  and 
the  ARC/AMS  Sales  Analysis  System  for  providing  statistics  on 
agency  sales  and  marketing  performance. 

. A communications  interface  is  provided  for  communicating 
between  agents  and  the  companies  they  represent  in  a batch 
store  and  foreward  mode  or  interactively  using  the  Insurance 
Value  Added  Network  Services  (IVANS). 

The  ARC/AMS  Micro  personal  computer  turnkey  system  for  the  IBM 
PC  can  be  used  as  a standalone  system,  as  a terminal  to  the  ARC/AMS 
Series/1  system,  or  as  a workstation  networked  to  an  IBM  AT  control 
unit.  The  ARC/ AMS  Micro  provides  a data  base  integrating  the  last  13 
months  of  an  agency's  accounting  information  and  incorporates 
IIR/ACORD  Interface  standards.  The  system  is  modular  in  design 
allowing  functions  to  be  selected  and  integrated  as  needed.  The 
modules  available  are  basically  the  same  as  those  offered  on  the 
Series/1  minicomputer  and  include  the  following: 
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. Accounting/Billing. 

. Claims. 

. Marketing. 

Profiling. 

Query. 

. Daily  Retrieval. 

Forms. 

Interface. 

. Diary. 

The  ARC/AMS  Micro  Network  system,  introduced  in  July  1984,  offers 
the  capability  of  accessing  information  stored  in  one  data  base  in  the 
central  processing  unit  on  the  IBM  AT  via  local  area  networks  from 
more  than  one  microcomputer.  Software  used  on  the  network  is  the 
same  as  that  developed  for  the  ARC/ AMS  Micro. 

• ARC/ AMS  provides  batch  and  remote  batch  processing  services  to  over  5,000 
independent  insurance  agents  in  the  U.S.  and  Canada.  Called  "The  Batch 
Service,"  systems  available  include; 

Full  Basic  System;  generates  24  standard  accounting  and  management 
reports  and  includes  31  optional  reports  and  services. 

TrimPak- 1 System;  generates  16  standard  reports  and  certain  options. 

TrimPak-2  System;  includes  10  standard  reports  and  options  and  is 
designed  for  the  agent  requiring  the  accounts  receivable  system  only. 

Optional  systems  include; 

. Agent-Rite  Claims  System. 

. Payroll  Accounting  System. 

. Consolidation  Package. 

. Central  Management  Reporting  System. 

. Surplus  Lines  Tax  Program. 

• Two  microcomputer  software  products  are  offered  by  ARC/AMS  for  use  in 
conjunction  with  ARC/AMS'  processing  services,  ARC  Batcher  and  Batcher 
PC.  The  software  runs  on  IBM  PC,  PC/XT,  or  PC/AT  microcomputers. 

The  ARC  Batcher  system,  introduced  in  1981,  is  a multi-terminal 
system  supporting  up  to  three  CRTs  and  can  support  up  to  8,000 
customers.  The  system  allows  accounting  information  to  be  keyed  in 
and  verified  on  the  agency  unit.  The  Batch  Service  polls  the  unit  and 
retrieves  information  for  month-end  processing.  Time  sensitive  results 
are  transmitted  back  for  printing  on  the  agency's  Batcher  system. 
Management  and  statistical  reports  are  returned  to  the  agency  by  mail 
or  express  service. 
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. The  software  also  provides  word  processing  and  customer 
profiling  as  standard  features.  The  system  uses  standard  CP/M 
and  MP/M  software  for  its  operating  system  allowing  the 
addition  of  compatible  third-party  software. 

. A recently  released  interface  capability  allows  agents  to  inter- 
face either  directly  or  through  the  IVANS  network  with  an 
insurance  company's  system  and  applications. 

. More  than  1,000  independent  insurance  agents  and  brokers  are 
currently  using  ARC  Batcher.  The  software  sells  tor  $1,000. 
The  system  ranges  from  $5,000  to  $10,000  depending  upon 
configuration. 

The  Batcher  PC,  introduced  in  March  1 985,  is  an  entry-level  micro- 
computer package  similar  to  the  ARC  Batcher  but  designed  for  a single 
terminal  agency.  The  system  has  customer  and  transaction  limits  of 
500  on  each  of  the  two  IBM  PC  floppy  drives  and  4,000  on  the  PC/XT 
or  PC/AT. 

. The  system  allows  an  agency  to  key  enter  its  accounting  infor- 
mation throughout  the  month.  Some  reports  are  available  on 
demand  in  the  agency  and  time  critical  month-end  reports  are 
also  printed  in  the  agency  as  well  as  transaction  logs,  invoices, 
checks,  and  deposits.  Additional  month-end  reports  are  avail- 
able by  mailing  the  diskette  with  the  keyed  data  to  ARC/AMS's 
central  batch  service  facility  for  processing  of  the  data  and 
generation  of  reports. 

. The  software  is  currently  available  for  $995.  Hardware  is  also 
available  from  ARC/AMS  to  those  wishing  to  purchase  it  with 
the  software. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  ARC/AMS's  revenue  is  derived  from  the 
agents/brokers  insurance  industry  sector. 

GEOGRAPHIC  MARKETS 

• ARC/AMS  estimates  that  approximately  95%  of  their  revenue  is  derived  from 
across  the  U.S.  and  the  remaining  5%  from  Canada. 

Regional  sales  offices  are  located  in  San  Francisco,  Dallas,  and 
Atlanta. 

COMPUTER  HAFIDWARE  AND  SOFTWARE 

• ARC/AMS  provides  batch  and  remote  batch  processing  services  from  its  data 
center  in  Bryan  (TX)  which  has  an  IBM  3031  installed. 
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COMPANY  PROFILE 


ARC  AUTOMATION  GROUP,  INC. 

Box  1009 
Bryan,  TX  77801 
(713)  693-6122 


Robert  Bower,  Jr.,  President 
Subsidiary  of  Kaneb  Services,  Inc. 
Total  Employees:  700* 

Total  Revenues,  Fiscal  Year  End 
12/31/80:  $36,000,000* 
Computer  Service  Revenues: 
$33,000,000* 


THE  COMPANY 

• Kaneb  Services,  Inc.,  an  international  oil,  gas  and  financial  services  company 
with  fiscal  1980  revenues  of  $489  million,  consolidated  its  computer  services- 
related  companies  late  in  1980  to  form  a holding  company  called  ARC 
Automation  Group,  Inc.  ARC  Automation  Group  consists  of  the  following 
companies: 

Agency  Records  Control,  Inc.  (ARC),  provides  batch  processing  services 
and  customized  turnkey  systems  to  independent  insurance  agents. 
Founded  in  1963,  ARC  was  acquired  by  Kaneb  Services  in  1969.  ARC  is 
the  primary  source  of  Kaneb's  fiscal  1980  computer  service  revenues. 

. ARC  of  Canada,  located  in  Toronto,  is  an  ARC  subsidiary 
providing  batch  processing  services. 

Transaction  Control  Industries  (TCI),  a newly  formed  joint  venture  with 
Church's  Fried  Chicken,  Inc.,  develops,  manufactures  and  markets 
point-of-sale  transaction  terminals  primarily  to  the  fast  food  industry. 
TCI,  with  approximately  30  employees,  did  not  make  a significant 
contribution  to  1980  revenues. 

Funeral  Home  Management  Systems,  Inc.  was  formed  late  in  1980  to 
supply  turnkey  systems  for  funeral  homes. 

• ARC'S  1980  revenues  were  approximately  $36  million,  a 16%  increase  over 
1979  revenues  of  $31  million.  A five-year  summary  of  revenues  follows: 


AGENCY  RECORDS  CONTROL,  INC. 
FIVE-YEAR  SUMMARY  OF  REVENUES 
$ Thousands 


YEAR 

ITEM  — — 

1980 

1979 

1978 

1977 

1976 

Total  revenues 
Percent  increase 
from  previous  year 

$36,000 

16% 

$31,000 

19% 

$26,000 

44% 

$18,000 

76% 

$10,200 

* Estimates 
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ARC  management  projects  revenues  of  $40  million  in  1981. 

Revenues  derived  from  captive  sources  represented  less  than  one 
percent  of  ARC'S  total  revenues. 

• In  March  1981,  ARC  Automation  Group  acquired  AMCOR  Computer 
Corporation.  AMCOR  markets  software  products,  provides  remote  computing 
services  and  sells  turnkey  systems. 

Located  in  Louisville,  KY,  AMCOR  revenues  were  $2  to  $3  million  prior 
to  acquisition. 

• The  Rein  Company,  a Kaneb  company  which  manufactures  and  markets 
computer-oriented  business  forms,  is  expected  to  become  part  of  the  ARC 
Automation  Group  in  the  near  future. 

• ARC'S  700  employees  are  segmented  approximately  as  follows: 


Marketing  sales 

70 

Software  services/ 

customer  support 

70 

Computer  operations 

500 

General  and  Administrative 

60 

700 

KEY  PRODUCTS  AND  SERVICES 

• ARC'S  1980  revenues  are  estimated  as  follows: 


Percent  of  Total 

Revenue  Value 

Revenue 

($  millions) 

Processing  Services 

47% 

$17 

Turnkey  Systems 

45 

16 

Business  Forms 

8 

3 

100% 

$36 

ARC'S  processing  services  revenues  have  remained  fairly  stable  over 
the  past  few  years.  Turnkey  system  revenues  are  the  primary  source  of 
revenue  growth. 

ARC  derived  approximately  $3  million  in  fiscal  1980  revenues  from  the 
sale  of  computerized  business  forms  to  its  insurance  agency  clients. 

• ARC  provides  batch  processing  services  to  over  6,500  independent  insurance 
agents  from  two  central  computer  sites  in  Bryan,  TX  and  Tampa,  FL.  One 
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Canadian  and  four  U.S.  regional  data  centers,  linked  to  central  computers  via 
leased  telephone  lines,  are  used  for  distribution  and  work-output  purposes  only. 
ARC  offers  the  following  batch  services; 

Full  Basic  System:  generates  24  standard  accounting  and  management 

reports  and  includes  31  optional  reports  and  services. 

TrimPak-l  System:  generates  16  standard  reports  and  certain  options. 

TrimPak-2  System:  includes  10  standard  reports  and  options  and  is 

designed  for  the  agent  requiring  the  accounts  receivable  system  only. 

Optional  systems  include: 

. Agent-Rite  Claims  system. 

. Payroll  Accounting  System. 

. Consolidation  Package. 

. Central  Management  Reporting  System. 

. Surplus  Lines  Tax  Program. 

• ARC  markets  the  ARCom  PAC  series  of  turnkey  systems  for  independent 
insurance  agents.  ARC  provides  six  systems  for  agencies  with  a customer  base 
of  2,000  to  20,000.  Composed  of  DEC  PDP-11/03  minicomputers  and  ARC 
software,  the  systems  range  in  purchase  price  from  $19,500  to  $60,500. 
Approximately  1,000  systems  have  been  installed.  Software  available  on  each 
ARCom  PAC  system  includes; 

ARC  Agency  Accounting  System  which  provides; 

. Agency  accounting  with  year-to-date  general  ledger. 

. Installment  billing. 

. Open  time  payable/receivable. 

. Account  current  reconciliation. 

. Agency  retrieval. 

. Expiration  follow-up. 

. Notes  receivable. 

. General  retrieval. 

. Prospecting. 

The  Agency  Claims  System  which  processes  and  tracks  agency  claims 

activity. 

ARC'S  Word  Processing  System,  introduced  during  1980. 

• The  Funeral  Home  Management  System  is  a new  turnkey  offering  for  funeral 
homes.  The  system  fully  automates  funeral  service  accounting  and  manage- 
ment functions,  including  government  regulations.  Options  available  include  a 
word  processing  package,  merchandising  and  budget  analysis,  customer  history, 
installment  loan  and  price  determination  features. 


3 of  5 
April  1981 

©1981  by  INPUT.  Reproduction  Prohibited. 


INPUT 


COMPANY  PROFILE/ARC  AUTOMATION  GROUP,  INC. 


The  system  uses  a DEC  PDP-1 1/03  minicomputer  and  sells  for  $19,000. 

• Transaction  Control  Industries'  (TCI)  electronic  data  terminal  will  be  marketed 
to  the  fast  food  and  retail  industries,  and  to  doctors,  dentists,  insurance  agents 
and  larger  industrial  concerns  including  manufacturing  plants  and  hospitals. 
The  terminal  is  offered  in  the  $2,000  to  $6,000  price  range. 

The  terminal  will  be  installed  in  over  1,000  Church's  Fried  Chicken  fast 
food  outlets  nationwide.  Initial  deliveries  began  late  in  the  fourth 
quarter  of  1 980. 

In  March  1981,  TCI  contracted  to  sell  250  customized  terminals  to  a 
chain  of  automotive  service  stores  in  Europe  and  the  United  Kingdom. 

• Interactive  software  products  for  use  on  the  DEC  PDP-I  l/RSTS-E  family  of 
computers  are  available  from  AMCOR.  With  approximately  360  installations, 
the  products  include: 

Accounting  systems,  consisting  of  packages  for  payroll,  accounts 
receivable,  accounts  payable  and  general  ledger/financial  management. 
The  systems  range  in  price  from  $4,000-$5,000. 

Business  control  systems,  consisting  of  packages  for  order  processing 
and  billing,  inventory  control  and  sales  analysis.  Prices  range  from 
$2,500-$7,000. 

AMBASE,  AMCOR'S  data  base  and  applications  development  package, 
consisting  of  file  access  modules,  screen  format  generator,  report 
program  generator  and  an  inquiry  language.  AMBASE  is  priced  at  about 
$12,500. 

• AMCOR  also  offers  these  products  via  remote  computing  services  to  approxi- 
mately 50  general  business  users  in  the  Louisville,  KY  area. 

• AMCOR'S  turnkey  systems  offerings  consist  of  systems  using  its  accounting, 
business  control  and  data  base  software  and  DEC  hardware. 

In  addition  to  turnkey  sales  to  end  users,  AMCOR  markets  systems  to 
computer  services  companies  as  the  "New  Generation  Service  Bureau 
Program." 


INDUSTRY  MARKETS 

• All  of  ARC'S  1980  revenues  were  derived  from  the  independent  insurance 
agents  industry. 
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GEOGRAPHIC  MARKETS 

• Approximately  95%  of  ARC'S  I960  revenues  were  derived  from  the  U.S.,  with 
business  fairly  evenly  distributed  across  geographic  regions.  Five  percent  of 
revenues  were  derived  from  foreign  sources,  primarily  Canada,  Puerto  Rico 
and  the  Virgin  Islands. 

ARC  has  approximately  50  sales  offices  located  in  all  major  U.S. 
cities.  Sales  headquarters  are  in  Atlanta,  GA. 


COMPUTER  HARDWARE 

• ARC  data  centers: 

Bryan,  TX: 

I IBM  370/148,  MFT. 

Tampa,  FL: 

I IBM  370/145,  MFT. 

Toronto: 

. I IBM  360/30,  MFT  (Remote  job  entry  to  Bryan,  TX). 

Several  IBM  Model  3777s  are  located  in  ARC  regional  data  centers  in 
Des  Plaines,  IL,  Manchester,  CT  and  Torrance,  CA. 

AMCOR  maintains  the  following  equipment  in  its  Louisville  data 
center: 

I DEC  PDP-1 1/70,  RSTS-E. 

I DEC  PDP-1 1/45,  RSTS-E. 
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COMPANY  HIGHLIGHT 


ASI  TELEPROCESSING  INCORPORATED 

123  Water  Street 
Watertown,  MA  02172 
(617)  923-1850 


Robert  Baron,  President 
Private 

Total  Employees;  Under  50 

Total  Revenues,  Fiscal  Year  End 

12/31/78;  Under  $2  million 


THE  COMPANY 

• Founded  in  1969  by  Dr.  Kenneth  Ingham,  ASI  Teleprocessing  (formerly 
American  Systems,  Inc.),  provided  timesharing  and  audio  response  services  for 
the  blind.  It  was  financed  by  four  venture  capital  investment  companies  and  is 
very  closely  held. 

• ASI  began  offering  commercial  services  to  the  banking  industry  in  1974  and  for 
the  retail  industry  in  1977.  Management  plans  to  offer  its  audio  response 
application  cross-industry. 

KEY  PRODUCTS 

• One  hundred  percent  of  ASl's  business  revenues  are  derived  from  turnkey 
systems  for  the  banking  and  retail  industries. 

• HOUSEPHONE  RESIDENTIAL  BANKING  SYSTEM;  a packaged  system 
designed  for  residential  banking  services. 

HOUSEPHONE  subscribers  use  dial  telephones  to  call  tellers  equipped 
with  CRT  access  to  HOUSEPHONE  or  Bell's  TOUCH  TONE  telephones 
to  communicate  directly  with  the  computer  which  has  a voice  response 
subsystem. 

ASI  claims  subscribers  can; 

. T ransfer  funds  from  one  type  of  account  to  another. 

Pay  specified  merchants,  indicating  how  much  and  when. 

. Exercise  overdraft  privileges. 

. Take  advantage  of  HOUSEPHONE  services  from  outside  the 
bank's  geographic  territory. 

. Use  HOUSEPHONE  during  non-banking  hours. 

. Cost  for  the  HOUSEPHONE  System  starts  at  $95,000. 

• Nucleus  4000;  A voice  response  telecommunications  system. 
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According  to  ASI,  the  Nucleus  4000  has  the  capability  of  being  used 
with  almost  any  type  of  telecommunications  peripherals:  TOUCH- 

TONE  telephones,  Teletypes,  high-speed  printers,  CRTs,  disc  drives, 
magnetic  ink  headers,  sorters  and  a wide  range  of  applications-oriented 
terminals. 

It  can  be  used  where  an  inexpensive  terminal  is  necessary,  where  only 
short  numeric  entries  will  be  made,  or  where  the  operator's  knowledge 
is  negligible. 

It  can  be  used  as  a telecommunications  preprocessor  (front  end  tele- 
communications processor),  as  a stand  alone  system,  using  its  mini- 
computer processing  capability  to  take  care  of  application  as  well  as 
telecommuniation  needs,  or  it  can  function  on  a remote  basis  communi- 
cating with  the  main  computer  via  a high-speed  telephone  line. 

The  Nucleus  4000  starts  at  $34,000. 

STOREDATA:  handles  the  polling  and  collecting  of  data  created  daily  in 

typical  retailing  functions. 

The  functions  which  STORED  AT  A performs  are: 

. Store  Stock  Keeping  Units  (SKU)  and  Universal  Product  Code 
(UPC)  transactions. 

. Sales  audit. 

. Shipping  and  receiving. 

. Physical  inventory. 

. Accounting. 

The  STOREDATA  system  is  designed  to  integrate  all  retail  manu- 
facturers' POS  and  data  collection  terminals  into  one  data 
communications  network.  A network  can  consist  of  any  combination  of 
terminals,  central-site  hardware,  and  communications  facilities. 

The  STOREDATA  system  starts  at  $72,000. 

SOLID  VOICE:  A self-contained  audio  response  unit  capable  of  storing 

vocabularies  up  to  2,000  words,  SOLID  VOICE  handles  up  to  128  simultaneous 
TOUCH-TONE  phone  inquires. 

The  system  is  controlled  by  a micoprocessor  computer  with  mass 
storage  capacity  of  up  to  two  megabytes.  Typical  applications  include: 

. Credit  verification. 

. Bill  paying. 

. Order  entry. 

. Inquiry  system. 

SOLID  VOICE  is  offered  to  end  user  Fortune  500  customers  and  is 
priced  from  $25,000  to  $80,000.  By  the  second  quarter  of  1979,  ASI 
expects  six  units  to  be  installed. 

ASI  manufacturers  the  communications  sub-assemblies  used  in  their  turnkey 
systems. 
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APPLICATIONS  ASI  turnkey  systems  have  100%  specialty  application  to  the  retail 
and  banking  industries. 


INDUSTRY  MARKETS 

• Until  very  recently  78%  of  ASI's  business  has  been  with  the  banking  industry, 
22%  with  retail.  But  the  current  market  and  trend  is  more  of  a 50-50  split 
between  the  two  industries. 

• ASI's  audio  response  applications  have  cross-industry  use,  but  as  of  now  are  not 
considered  of  primary  significance.  ASI  hopes  to  further  develop  them. 


GEOGRAPHIC  MARKETS  The  Northeast  is  the  prime  target  for  ASI's  business, 
accounting  for  90%.  The  remaining  10%  comes  from  Minneapolis  and  Virginia. 


COMPUTER  HARDWARE  AND  SOFTWARE  ASI  uses  Digital  Equipment  Corpo- 
ration PDP  II  or  IBM  Series/I  minicomputers  in  its  turnkey  systems. 
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A-T-0  SYSTEMS  MANAGEMENT  GROUP, 
INC. 

4420  Sherwin  Road 
Willoughby,  OH  44094 
(216)  946-1151 


J.  H.  Hobi,  Marketing  Manager 
Wholly  owned  subsidiary  of 
A-T-0  Inc. 

Total  Revenues,  Fiscal  Year  End 
12/31/78:  $3.6  million 


THE  COMPANY 

• A-T-O  Systems  Management  Group,  Inc.  (SMG)  was  founded  in  1971  as  a 
Delaware  corporation  to  provide  computer  services  to  its  parent  A-T-0  Inc.  In 
addition  to  providing  services  to  its  parent,  SMG  now  provides  processing, 
software  products,  and  facilities  management  primarily  to  discrete  manufac- 
turers. 

• SMG's  revenues  for  1978  were  $3.6  million  which  was  a 20%  increase  over 
I977's  $3  million.  SMG  Management  anticipates  1979  revenues  will  reach  $4 
million.  INPUT  estimates  that  50%  of  1978  revenues  were  derived  from  SMG's 
parent,  A-T-O,  Inc. 

• The  100  employees  of  SMG  are  divided  as  follows: 


- 

Marketing 

1 

- 

Administrative 

10 

• 

Software  Services 

32 

- 

Computer  Operations 

34 

- 

Support 

23 

100 


KEY  PRODUCTS  AND  SERVICES 

• A-T-0  Systems  Management  Group,  Inc.  offers  both  remote  computer  proces- 
sing services  and  batch  services.  Sixty-five  percent  of  revenues  are  derived 
from  processing.  Thirty-five  percent  of  revenues  stem  from  systems  develop- 
ment services  and  the  sale  of  application  and  system  software  products. 

• SMG  offers  its  proprietary  software  and  an  enhanced  version  of  Honeywell's 
Inventory  Management  System  (IMS)  to  over  40  processing  clients  concen- 
trated in  New  England  and  the  Mid-Atlantic  states.  Interactive  processing  is 
provided  to  local  clients,  while  SMG  uses  WATS  and  leased  lines  to  remote 
clients  from  data  centers  in  Willoughby,  Ohio  and  Anaheim,  California. 
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• SMG's  software  products  include; 

Receivables  Management  System,  which  was  first  offered  in  1972, 
provides  billing,  entry,  and  update,  cash  application,  and  reporting 
functions.  Priced  between  $18,000  and  $26,000,  there  are  approxi- 
mately 20  installations  to  date. 

Sales  and  Management  System  (SAMSYn)  is  SMG's  new  product  for  the 
manufacturing  and  wholesale  distribution  industries.  Presently 
available  as  a software  product,  SMG  management  anticipates  installing 
the  software  on  a Digital  Equipment  minicomputer  and  marketing  a 
SAMSYn  turnkey  system.  Management  expects  one  installation  in  the 
first  quarter  of  I960. 

. Applications  available  include  order  entry,  invoicing,  accounts 
receivable,  inventory  control,  sales  and  marketing. 

. As  a software  package,  SAMSYn  costs  between  $10,000  and 
$45,000  and  can  be  purchased  in  separate  modules.  The  SAMSYn 
software  operates  on  a DEC  PDP-11  running  under  TRAX 
operating  system. 

. While  still  in  the  pilot  stage  of  development,  SMG  expects  the 
turnkey  system  to  range  in  price  from  $100,000  to  $300,000. 
Information  Services  for  Manufacturers  (ISM)  was  first  offered  in  1977 
to  the  discrete  manufacturing  industry.  Application  modules  available 
on  SMG's  network  include  inventory  control,  materials  requirement 
planning,  shop  floor  control,  production  scheduling,  purchasing, 
accounts  payable  and  order  entry. 

. There  are  currently  approximately  20  clients  using  this  service. 
Resource  Utilization  Monitor  (RUM)  is  a resource  management 
software  configuration  providing  a graphical  and  statistical  picture  of 
hardware  utilization  and  availability. 

. RUM  operates  by  taking  snapshots  of  resource  utilization  at 
five-minute  intervals  and  storing  the  data  on  disk.  Once  every 
24  hours  the  disk  file  is  purged  and  the  daily  Resourse  Usage  Map 
is  produced.  At  this  time  summary  statistics  are  stored  for 
month-end  reporting. 

. The  daily  Resource  Usage  Map  and  monthy  Mean  Resource  Usage 
Summary  are  each  tailored  to  the  user's  specific  hardware 
configuration  through  selection  of  desired  reporting  increments. 
Each  report  is  divided  into  four  sections  showing  usage  of: 
memory,  links  of  permanent  storage,  removable  spindles,  and 
tape  drives. 

. Also  available  to  the  RUM  user  are  optional  RUM  console 
messages.  They  are  displayed  once  every  five  minutes  when  a 
snapshot  is  taken.  The  messages  inform  the  console  operator  of 
the  availability  of  each  hardware  resource. 

. There  are  15  installations  of  RUM  which  sells  for  $1,000. 
DUMPIDS,  written  for  the  Honeywell  600-6000  series  computers  is  a 
programming  tool  which  enables  application  programmers  to  quickly 
locate  the  cause  of  an  error.  DUMPIDS  is  a callable  subroutine 
designed  to  print  the  contents  of  memory  allocated  for  use  by  the  l-D-S 
Data  Management  System.  There  are  approximately  five  installations 
of  DUMPIDS  which  has  a price  of  $2,500. 


2 of  3 

September  1979 

© 1979  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  HlGHLIGHT/A-T-0  SYSTEMS  MANAGEMENT  GROUP,  INC. 


• SMG  markets  its  facilities  management  services  to  discrete  manufacturers 
with  at  least  $5  million  in  annual  sales  and  annual  EDP  expenditures  of  less 
than  $500,000. 

• A-T-0  Systems  Management  Group,  Inc.,  also  provides  professional  services  in 
the  form  of  system  development,  cost  reduction  studies,  and  contract 
programming.  In  1978,  SMG  was  selected  by  Honeywell  for  a $2  million 
software  contract  for  the  Fairchild  Republic  Company. 


INDUSTRY  MARKETS  Approximately  99%  of  SMG's  revenues  derive  from  the 
manufacturing  industry. 


GEOGRAPHIC  MARKETS  One  hundred  percent  of  SMG's  revenues  stem  from  the 
United  States.  While  there  is  some  concentration  of  clients  in  New  England  and  the 
Mid-Atlantic  states,  the  remainder  of  business  is  spread  over  the  entire  country. 


COMPUTER  HARDWARE  AND  SOFTWARE  A-T-0  Systems  Management  Group, 
Inc.  provides  processing  services  using  a Honeywell  Level  66  DPS,  running  under 
GCOS  operating  system.  It  is  accessed  via  WATS  and  leased  lines. 
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COMPANY  HIGHLIGHT 


ADAP,  INC. 

214  North  16th  Street 
McAllen,  TX  78501 
(512)  682-9413 


/ 

Rupert  Richard,  President 
Private 

Total  employees;  43 
Total  revenues,  fiscal  year  end 
12/31/77:  $1,800,000 


THE  COMPANY 

• ADAP,  Inc.,  became  a Texas  corporation  in  April  1967  as  a joint  venture  of 
seven  banks.  Rupert  Richard  was  the  president  of  one  of  the  founding  banks. 

ADAP  was  originally  founded  as  a service  bureau  for  banks  and  savings 
and  loan  institutions  in  the  Rio  Grande  Valley.  Later,  its  service 
offerings  expanded  in  response  to  user  requests.  Currently,  ADAP  is 
again  concentrating  on  offering  processing  to  banks  and  thrifts  in 
Texas. 

Its  31  users  include  commercial  banks  and  savings  and  loans  as  well  as 
the  local  water  department  and  school  districts. 

• Total  revenues  for  fiscal  1978  are  projected  to  reach  approximately  $2  million, 
an  1 1%  increase  above  those  for  fiscal  1977. 

Income  before  tax  and  extraordinary  items  for  fiscal  1977  was 
$200,000,  I 1.1%  of  total  revenues. 

Net  income  after  tax  for  fiscal  1977  was  $125,000,  6.9%  of  total 
revenues. 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  ADAP  fiscal  1977  revenues  were  generated  by 
processing  services  as  shown  below: 

Batch  70% 

Interactive  remote  computing  30% 

100% 

• Financial  services  generated  approximately  85%  of  total  revenues  in  fiscal 
1977,  water  meter  reading  and  processing  8%,  tax  processing  2%,  and  payroll 
5%. 
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• Financial  services  include; 

Demand  deposit  accounting,  processed  in  interactive  and  batch  mode. 
Accounts  are  updated  interactively,  checks  are  MICR-encoded  and 
processed  in  batch  mode. 

• Installment  loan  accounting,  processed  in  interactive  and  batch  mode: 
monthly  coupons  and  payments  received  by  mail  are  posted  in  batch  mode;  in- 
branch loan  payments  are  posted  interactively. 

• Backup  is  provided  on  microfiche. 

• Water  district  services  are  performed  in  batch  mode.  The  same  magnetic  ink 
character  reader  equipment  used  for  check  processing  is  also  used  to  process 
water  meter  readings  and  prepare  water  utility  bills  for  the  McAllen  water 
district. 

• Ad  valorem  taxes  are  computed  for  the  local  school  district. 

• ADAP  also  performs  general  business  services,  primarily  payroll  processing, 
for  both  the  local  school  district  and  the  water  department. 

• Management  anticipates  offering  remote  batch  services  In  early  1979.  The 
company  may  also  install  automated  cash  dispenser  and  automated  teller 
terminals  in  the  future. 


APPLICATIONS  Approximately  95%  of  ADAP  fiscal  1977  revenues  were  derived 
from  specialty  services.  The  remaining  5%  were  from  general  business  services. 


INDUSTRY  MARKETS  Eighty-five  percent  of  ADAP  fiscal  1977  revenues  were 
derived  from  the  banking  and  finance  industry,  12%  from  the  local  government's 
water  department,  and  3%  from  education. 


GEOGRAPHIC  MARKETS  ADAP  revenues  are  derived  entirely  from  the  West  South 
Central  states  area,  specifically,  the  lower  Rio  Grande  River  Valley. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• All  computer  services  processing  is  performed  on  an  IBM  System/370  Model 
145  computer  running  under  DOS/VS  operating  system.  It  has  one  megabyte  of 
memory  and  a 3705  communications  processor. 
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Bunker  Romo  BCS  90  CRT  terminals  are  installed  at  user  bank  sites. 
Currently,  179  are  installed. 

ADAP  is  negotiating  with  NCR  to  install  remote  batch  terminals  at  user  sites. 
The  first  remote  batch  user  will  probably  be  ADAP's  largest  client,  one  of  the 
company's  seven  original  founding  banks. 

Backup  processing  arrangements  are  exchanged  with  the  First  National  Bank 
of  the  Southwest  in  Houston,  which  also  has  an  IBM  System/370  Model  135 
mainframe. 
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Primary  Industry-Specific  Market:  Transportation 


ATA  Services  Inc. 

2200  Mill  Road 
Alexandria,  VA  22314 
(703)  838-1900 

CEO:  Ron  Knott,  Senior  Vice  President 
Subsidiary  of:  American  Trucking  Association 
Founded:  1 973 

Employees:  30  ( 1 I /86) 

Revenue  (FYE  6/30/86):  $2,500,000*,  Noncaptive  Revenue:  $625,000* 


The  Company:  ATA  Services  provides  application  software,  processing  services,  and 
turnkey  systems  to  the  American  Trucking  Association  and  other 
trucking  companies.  In  addition,  the  company  sells  hardware  through 
OEM  agreements. 

Sources  of  Revenue: 

Application  Software 

Turnkey  Systems 

Processing  Services 

Key  Products  and  Services: 

- Application  Software  (Utilizes  IBM,  DEC,  and  AT&T  hardware) 

• TRANSPRO  is  a software  product  for  trucking  companies  that  consists  of  the 
following  modules: 

- Freight  Billing 
Freight  Accounting 
Revenue  Analysis 
Freight  Settlements 
Vehicle  Maintenance 
Fuel  and  Mileage  Reporting 
Electronic  Data  Interchange 
General  Accounting 

- Turnkey  Systems  (Utilizes  DEC  VAX  equipment) 

• ATA  Services  provides  TRANSPRO  and  custom  software  developed  for 
trucking  companies  installed  on  DEC  VAX  equipment 

- Processing  Services  (Utilizes  DEC  10  and  VAX  I 1/780  computers) 

• ATA  Services  provides  TRANSPRO  and  various  other  business  applications 
used  by  trucking  companies  through  batch  and  on-line  processing  services. 
On-line  customers  access  these  services  via  phone  lines. 


*1NPUT  estimate 
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Transportation  (100%) 

Geographic  Markets: 

U.S.  (100%),  all  direct  from  headquarters  location 
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ATAC 

1200  Villa  Street 
P.O.  Box  370 

Mountain  View,  CA  94042 
(415)  965-8801 


Al  Bien,  President 
Private  Corporation 
Total  Employees:  100 
Total  Revenue,  Fiscal  Year  End 
6/30/88:  $9,000,000 


The  Company  ATAC  was  formed  in  July  1979  by  senior  staff  from  SRI 

International.  The  company  provides  a range  of  systems 
development  professional  services  primarily  to  the  Department  of 
Defense  and  other  agencies  of  the  federal  government. 

A five-year  revenue  summary  follows: 

ATAC 

FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

6/88 

6/87 

6/86 

6/85 

6/84 

Revenue 

• Percent  increase 

$9.0 

$9.0 

$9.0 

$6.0 

$4.2 

from  previous  year 

— 

- 

50% 

43% 

30% 

Key  Products  and  One  hundred  percent  of  ATACs  revenue  is  derived  from 
Services  professional  services. 

ATAC  focuses  its  software  and  services  activities  toward  the 
government's  management  information  and  decision  support 
systems  requirements.  The  focus  is  on  business  systems  rather 
than  weapon  systems. 

• The  company  supports  all  phases  of  the  application  software 
development  life  cycle,  from  concept  formation,  through  design, 
implementation,  operations,  and  maintenance. 

• ATAC  has  practical  application  experience  with  a number  of 
CASE  tools  and  software  engineering  methodologies.  The 
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company  has  used  the  MAESTRO  system  since  1980  and 

developed  major  enhancements  to  the  basic  system. 

Examples  of  work  in  progress  or  completed  include  the  following: 

• U.S.  Marine  Corps. 

- Marine  Corps  Standard  Supply  System  (MSS). 

- Marine  Corps  Real  Time  Finance  and  Manpower 
Management  Information  System  (REAL  FAMMIS). 

- Tactical  Systems  Inter-Operability  and  Intra-Operability 
Program  (TACSIIP). 

- Marine  Air-Ground  Task  Force  Lift  Requirement  Model 
(MAGTF). 

• U.S.  Navy. 

- Management  support  and  technical  assistance  for  the 
Advanced  Ships  Development  Program. 

- Operational  support  for  the  Automated  Surface  Ship 
Information  System  - Technical  (ASSIST). 

- Integrated  logistics  support  of  the  PHM  Class  ships. 

- Tactics  development  and  operational  performance 
evaluation  of  seabased  airborne  antisubmarine  warfare 
systems. 

• Other  Department  of  Defense  agencies. 

- U.S.  Army:  Intelligence  Materiel  Management  Information 
System  and  Medical  Manpower  Utilization  and  Requirement 
System. 

- U.S.  Air  Force:  Acquistion  management  training. 

- Defense  Communications  Agency:  Defense  Data  Network 
Subscriber  Data  Base  Management  System. 

• Aviation  systems-related  work  for  the  Federal  Aviation 

Administration  (FAA)  and  other  clients. 

- Airport  and  Airspace  Simulation  Model  (SIMMOD). 
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- National  Airspace  Capacity  Simulation  Model  (NASCAP). 

- Advanced  Traffic  Management  for  Aircraft  Departures 
(DFM). 

- Oceanic  Air  Traffic  Control  Center  Consolidation  and 
Automation  (OATS). 

- Airport  Access  Restriction  Model  (AARM). 

- Advanced  automated  system  design  support  (IBM 
subcontract). 

- Naval  Aviation  Training  System  Model  (NATS). 

• Other  government  agencies. 

- NASA,  Ames  Research  Center:  High  Altitude  Aircraft 
Research  Project  data  facility  operations. 

- Immigration  and  Naturalization  Service:  Vehicle 
Accounting  and  Reporting  System. 

- U.S.  Postal  Service:  Financial  Information  Reporting 
Management  (FIRM)  System. 

ATAC  has  also  won  three  Phase  I Small  Business  Innovation 

Research  (SBIR)  projects. 


Approximately  60%  of  AT  AC's  revenue  is  derived  from  the 
Department  of  Defense,  30%  from  other  federal  agencies,  and 
10%  from  commercial  clients.  A further  breakdown  of  ATAC's 
client  base  follows: 


U.S.  Marine  Corps 

35% 

U.S.  Navy 

10% 

U.S.  Army 

5% 

U.S.  Air  Force 
Defense  Communications 

5% 

Agency 

5% 

FAA 

25% 

NASA 

5% 

Other 

10% 

100% 

IBM  is  ATAC's  largest  non-government  client. 
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Computer 

Hardware 


One  hundred  percent  of  ATACs  revenue  is  derived  from  the  U.S. 


ATAC  has  offices  in  Mountain  View  (CA),  Kansas  City  (KS),  and 
Herndon  and  Crystal  City  (VA). 

The  company  also  has  on-site  facilities  for  NASA-Ames  (Moffet 
Field,  CA),  the  U.S.  Navy  (Key  West,  FL),  the  FAA  (Washington, 
D.C.),  and  Telenet  (Reston,  VA). 


ATAC  operates  and  maintains  an  integrated  network  of  systems  at 
its  various  offices  in  support  of  its  professional  services  activities. 

Systems  installed  include: 

- 1 IBM  4381. 

- 1 IBM  9370. 

- 1 HP  3000. 

- 1 DEC  VAX. 

- Sun  and  Apollo  workstations. 

- Various  microcomputers. 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market;  Federal  Government 


ATAC 

1200  Villa  Street 
P.  0.  Box  370 
Mountain  View,  CA  94042 
(415)  965-8801 

CEO:  A1  Bien 
Private  Company 
Founded:  1979 

Employees:  100  (12/85) 

Revenue  (FYE  12/31 /85);  $6  million 


The  Company:  Provides  professional  services  to  the  federal  government 

Sources  of  Revenue: 

- Professional  Services  (100%) 

Key  Services: 

Professional  Services 

• Software  development  (42%) 

• Project  management  (38%) 

• Cost/benefit  analysis  (20%) 

Target  Industries: 

Federal  government 

- Key  customers  include  the  U.S.  Navy  and  Marine  Corps 

Geographic  Markets: 

- U.S.  (100%) 

- Sales  Offices:  Mountain  View  and  San  Diego  (CA);  Washington,  D.C.;  Albany 

(GA) 


Other: 

- ATAC  owns  and  operates  a computer  network  consisting  of  one  IBM  4361  main- 
frame, one  HP  3000,  and  six  Four  Phase  Systems  minicomputers 


October  1 986 
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Primary  Industry-Specific  Market:  Federal  Government 


ATE  Associates,  Inc. 

5707  Corsa  Avenue 
Westlake  Village,  CA  91362 
(818)  991-4001 

CEO:  Sy  Barasch,  President 
Private  Company 
Founded:  1968 

Employees:  51  (11/86) 

Revenue  (FYE  8/3 1 /86):  $3-4  million* 


The  Company:  ATE  Associates  provides  professional  services  custom  software 
development 

Sources  of  Revenue: 

- Professional  Services  (100%) 

Key  Services: 

Professional  Services 

• Custom  software  development  primarily  of  systems  used  for  the  testing  of 
airplanes 

Target  industries: 

Federal  government 
Aerospace 

Geograp>hic  Markets: 

- U.S.  (100%) 


* INPUT  estimate 
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ACS  NETWORK 

1485  Enea  Court 
Concord,  CA  94520 
(415)  827-3820 


The  Company 


Key  Products  and 
Services: 


SYSTEMS,  INC. 


Lew  Jenkins,  President 
Limited  Partnership 
Total  Employees:  15 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $1,500,000* 


* INPUT  estimate 


Founded  in  1978,  ACS  Network  Systems,  Inc.  provides  electronic 
data  interchange  (EDI)  translation  and  communication  software 
for  the  IBM  System/36  and  System/38  family  of  computers.  The 
company  was  founded  in  1986  as  Apparelnet,  named  after  its  first 
product.  The  name  change  in  March  1987  marked  an  expansion 
into  other  industries. 

INPUT  estimates  that  the  compariy's  1987  revenue  was  $1.5 
million. 

As  of  June  1988,  ACS  Network  Systems  had  15  employees. 


ACS  Network  Systems  derived  100%  of  its  1987  revenue  from  its 
EDI  products. 

EDI/36  and  EDI/38  are  data  communications  and  translation 
software  for  electronic  data  interchange.  EDI/36  and  EDI/38 
enable  users  without  prior  communications  experience  to 
implement  EDI  with  its  suppliers  or  trading  partners.  The 
software  supports  translation  of  the  ANSI  X12,  TDCC,  and  UCS 
standards  and  is  written  in  native  IBM  Report  Program  Generator 
(RPG)  code.  EDI/36  sells  for  $5,000.  EDI/38  sells  for  $8,000. 

ACS  Network  Systems  provides  third-party  network  links  for 
McDonnell-Douglas,  Sterling  Ordernet,  IGeinschmidt,  Control 
Data  Redinet,  Crowntek,  General  Electric,  and  IBM  Information 
Services. 

ACS  Network  Services  sells  its  products  through  both  direct  and 
indirect  marketing  channels.  The  company  has  marketing 
agreements  with  selected  third-party  network  providers,  including 
General  Electric  and  Control  Data,  as  well  as  third-party  software 
houses,  including  J.  D.  Edwards,  Pansophic,  and  Future  Three. 


September  1988 
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INPUT 


Industry  Markets 


Geographic 

Markets 


The  company  also  provides  professional  services,  such  as 
integrating  EDI/36  and  EDI/38  with  other  applications.  These 
services  are  priced  on  a per-job  basis. 


ACS  Network  Systems  currently  provides  its  products  and  services 
to  over  40  EDI  customers  in  the  apparel,  automotive,  banking, 
electronics,  government,  medical,  retail,  medical,  retail,  software, 
and  telecommunications  industries. 


During  1987,  all  of  the  company's  sales  were  within  the  U.S. 
However,  ACS  Network  Services  has  already  begun  to  expand, 
selling  its  products  in  Canada  and  other  countries. 
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COMPANY  BRIEF 

Primary  Industry-Specific  Market:  Education 


Academic  Financial  Services  Association 

2277  220th  Street 
Long  Beach,  CA  908 1 0 
(213)  513-2710 

CEO:  Richard  Kipper,  President 
Private  Company 
Founded:  1966 

Employees:  550  (12/86) 

Revenue  (FYE  12/31/86):  $32  million* 


The  Company:  Services  student  loans  for  colleges,  universities,  and  banking  and 
financial  institutions 

Sources  of  Revenue: 

Processing/Network  Services  (90%) 

Professional  Services  (10%) 

Key  Services: 

- Processing/Network  Services  (Utilizes  Stratus  minicomputers) 

• Student  loan  servicing 
Professional  Services 

• Consulting 

Target  Industries: 

Colleges  and  universities  (50%) 

- Banks  and  other  financial  institutions  (50%) 

- The  company  has  approximately  800  clients  nationwide;  85  are  on-line,  the 
remainder  are  serviced  in  batch  mode 

Geographic  Markets: 

- U.S.  (100%) 

Sales  Offices:  Boston  and  Long  Beach  (CA) 

Significant  Events: 

- The  company  acquired  American  National  Education  Corporation  (Chicago,  IL)  in 


*INPUT  estimate 
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Primary  Industry-Specific  Market:  Services 


ACCOUNTANTS  MICROSYSTEMS,  INC. 

3633  136th  Place,  N.E. 

Bellevue,  WA  98006 
(206)  643-2050 

CEO:  Richard  J.  LaPorte 
Private  Company 
Founded:  1 980 

Employees:  1 00  ( I I /86) 

Revenue  (FYE  7/31/86):  $7.5  million* 


The  Company:  AMI  develops  and  markets  application  software  packages  for 
accountants 

Sources  of  Revenue: 

Application  Software  (100%) 

Key  Products: 

- Application  Software  Products  (Utilizes  IBM  PC  and  compatibles  under  MS-DOS 
and  Altos  computers  under  XENIX) 

• DataWrite,  client  accounting  system 

• The  TAX  MACHINE,  1040  tax  preparation  system 

• Managing  Partner,  accountants  time  and  billing  system 

• Business  Partner,  integrated  general  business  accounting  software 

Target  industries: 

Accountants  ( 1 00%) 

Geographic  Markets: 

- U.S.  (100%) 

- Sales  Offices:  Oakland  and  Long  Beach  (CA),  Houston,  Chicago,  Detroit, 

Teaneck  (NJ),  Atlanta,  and  Pompano  Beach  (FL) 
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Cross  Industry;  Accounting 


Accounting  Corporation  of  America 

3550  Comino  Del  Rio  North 
Son  Diego,  CA  92 1 08 
(619)  283-1  I 13 

CEO:  Nat  Colker,  President 
Private  Company 
Founded:  1945 

Employees;  200  ( 1 1 /86) 

Revenue  (FYE  12/31/85):  $10  million* 


The  Company:  Accounting  Corporation  of  America  provides  accounting  processing 
services  and  is  a value  added  dealer  and  reseller  for  IBM 

Sources  of  Revenue: 

- Processing  Services  (80%) 

- Hardware  and  other  (20%) 

Key  Services: 

- Processing  Services  (Utilizes  IBM  43XX  computers) 

• Remote  batch 

• Batch 

Geographic  Markets: 

- U.S.  (95%) 

England  (5%) 

Sales  Offices:  Los  Angeles,  San  Francisco,  Chicago,  Boston 


♦Company  estimate 
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Action  Technologies,  Inc. 


Chairman:  Bill  Welty 

President  & CEO:  Terry  R.  McGowan 
1301  Marina  Village  Parkway 
Suite  100 

Alameda,  CA  94501 

Phone:  (510)521-6190 

Fax:  (510)769-0596 


ACTION 


TECHNOLOGIES 


Status:  Private 

Employees:  70+ 

Revenue:  $5,000,000  * 

Fiscal  Year  End:  12/31/94 

* INPUT  estimate 


Company  Description 

Action  Technologies,  founded  in  1983,  provides 
workflow  software  for  business  process  design, 
coordination  and  management.  The 
company’s  current  core  product  line,  the 
ActionWorkflow  System,  was  introduced  in 
1992. 

In  December  1995,  Action  Technologies 
announced  availability  of  ActionWorkflow 
Metro,  the  first  workflow  solution  available  for 
the  Internet. 


Action  Technologies  is  a founding  member  of 
the  Workflow  Management  Coalition  and  a 
leader  in  establishing  key  open  systems 
standards  for  the  workflow  market. 

Action  Technologies  is  privately  held,  with 
venture  funding  provided  by  Volpe,  Welty  and 
Co.;  Olivetti,  Inc.;  and  others. 

Organization  and  Structure 

Action  Technologies  is  headquartered  in 
Alameda  (CA)  and  has  offices  in  New  York 
City,  Chicago,  Houston,  and  Washington,  D.C. 
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The  company  is  organized  into  the  following 
groups: 

• Development 

• Sales 

• Consulting  and  Education  Group 

• Marketing 

• Technical  Support 

• Finance/Administration 

Key  executives  are  listed  below: 


Action  Technologies  Key  Executives 


Name 

Position 

Bill  Welty 

Chairman 

Terry  McGowan 

President  and  CEO 

Ed  Jameson 

CFO 

Raul  Medina-Mora 

SVP  & Chief  Scientist 

Chuck  Pendell 

VP  Sales 

Rodrigo  Flores 

VP  Product  Management 

Pablo  Flores 

VP  Product  Development 

Sum!  Shohara 

VP  Marketing 

Bart  MacLeod 

VP  Consulting 

Source:  Action  Technologies 


Company  Strategy 

Action  builds  open,  client/server,  LAN-based 
workflow  solutions  to  drive  processes  for  users 
working  as  individuals,  in  workgroups  and 
across  the  enterprise. 

• The  ActionWorkflow  product  line  provides  a 
complete  workflow  solution  from  analysis  to 
implementation . 

• Action  enables  organizations  to  map  their 
process,  build  applications  to  automate  it 
and  manage  it  on  a day-to-day  basis. 


Action  bases  its  ActionWorkflow  product  line 
on  open  architecture  and  industry  standards 
and  is  designed  to  integrate  with  applications 
from  other  sources. 

• The  company  offers  out-of-the-box  software 
for  immediate  deployment  and  use,  as  well 
as  a standards-based  architecture  and  tools 
for  integration  with  existing  applications. 

• ActionWorkflow  runs  on  leading  operating 
platforms,  including  NT  and  OS/2,  Lotus 
Notes  groupware  and  SQL  database 
applications. 

Financials 

INPUT  estimates  that  Action  Technologies’ 
1994  revenue  was  $5  million. 

Market  Financials 

Action  Technologies  targets  Fortune  1000 
companies.  The  company  has  clients  in  a 
range  of  industries,  including  the  banking  and 
finance,  automotive,  software,  advertising, 
utilities,  manufacturing  and  legal  industries 
and  government. 

Geographic  Markets 

The  majority  of  Action  Technologies’  revenue 
is  derived  from  the  U.S.  and  the  remainder 
from  international  sources,  including  Europe 
and  the  Asia/Pacific  region. 

Employees 

As  of  December  1994,  Action  Technologies  had 
approximately  65  employees.  The  company 
currently  has  approximately  70  employees. 

Key  Products  and  Services 

The  ActionWorkflow  System  is  a family  of 
workflow  software  based  on  an  open,  object- 
oriented,  client/server  architecture. 
ActionWorkflow  integrates  with  popular 
document  management,  communications, 
imaging  and  other  business  applications  and 
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uses  Lotus  Notes  and  SQL  databases,  running 
in  the  background  and  providing  cues  via 
familiar  user  interfaces. 

The  complete  ActionWorkflow  System  includes 
the  following  products: 

• ActionWorkflow  Analyst,  a business  process 
modeling  and  analysis  tool 

• AnalystWorkflow  Builder,  a design  and 
development  tool 

• AnalystWorkflow  Manager,  a workflow 
management  and  administration  engine 

ActionWorkflow  DocRoute,  introduced  in  1995, 
workflow  enables  document  management 
applications  and  integrates  with  Saros’ 
Document  Manager,  PC  Docs’  OPEN  and 
Novell’s  SoftSolutions. 

ActionWorkflow  Metro,  announced  in 
December  1995,  brings  the  core  functionality 
of  Action’s  workflow  technology  to  the  World 
Wide  Web  (WWW),  allowing  companies  to  use 
the  Internet  to  coordinate  enterprise  business 
processes  through  any  standard  WWW 
browser  product,  including  Netscape. 

• ActionWorkflow  Metro  allows  any  standard 
WWW  browser  product  to  become  a client  for 
Action’s  work  management  services.  The 
product  includes  one  application  and  a set  of 
five  customizable  application  templates  for 
customer  service,  sales  and  marketing, 
human  resources,  finance  and  accounting, 
and  engineering  applications. 

• Each  ActionWorkflow  Metro  user  has  a 
WWW-based  dynamic  interface  called  a 
WorkBox — a single  screen  updated  in  real 
time  where  users  can  view  all  work,  status 
and  updates  to  ongoing  work. 

• The  software  also  includes  document- 
publishing capabilities. 


• Action  Technologies  provides  two  offerings 
with  ActionWorkflow  Metro — ^the 
Application  Center,  which  provides 
customers  with  a set  of  workflow 
applications  requiring  minimal  setup,  and 
the  Development  Center,  which  gives 
customers  license  to  build  customized  WWW 
workflow  applications  using  Action’s  suite  of 
development  tools. 

Pricing  for  the  ActionWorkflow  System  ranges 
between  $199  and  $450  per  seat,  depending 
on  the  size  of  the  deployment. 

• The  Analyst  has  a suggested  retail  price  of 
$495. 

• ActionWorkflow  DocRoute  is  sold  for  $195 
per  user  and  $2,495  per  server. 

• Volume  discounts  are  available. 

Professional  Services 

In  addition  to  its  software  products.  Action 
provides  consulting  services  and  education 
offerings  related  to  workflow  automation. 

Action’s  education  group  offers  public  as  well 
as  private  on-site  courses  on  both  Notes  and 
SQL  development. 

• A fundamentals  course  presents  the  basics 
of  Action’s  methodology. 

• A consulting  course  provides  the  tools  and 
techniques  for  appl3dng  the  methodology  to 
business  processes. 

• Specialty  customized  courses  are  designed  to 
meet  the  particular  needs  of  organizations  or 
departments. 

Action’s  consulting  group  works  closely  with 
customers  to  provide  process  analysis,  design, 
and  improvement;  systems  analysis, 
development  and  implementation;  and  rapid 
prototyping. 


Action  Technologies,  Inc. 
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• Action  consultants  help  clients  create 
workflow  maps  that  reduce  wasted  time  and 
increase  customer  satisfaction,  providing 
application  specifications  on  both  Notes  and 
SQL  platforms,  and  participating  in  the 
development  and  testing  of  applications. 

• Serving  as  systems  integrators.  Action 
consultants  apply  their  experience  to 
integrating  workflow  with  legacy  systems 
and  existing  applications. 

• Action  consultants  have  expertise  in  areas 
such  as  procurement,  help  desk,  sales  force 
automation  and  customer  service. 

Clients 

Action  Technologies  has  more  than  600 
customers  of  its  software  worldwide.  Sample 
clients  include  Young  & Rubicam  (an 
international  advertising  agency).  Bankers 
Trust  (New  York),  Microsoft,  Saturn  Motors, 
Macromedia,  Pacific  Bell,  Nestle,  Pacific  Gas 
& Electric,  USAA,  Hoescht  Celanese  and 
Cemex  (an  international  cement 
manufacturer). 

Marketing  and  Sales 

Action  markets  and  sells  its  products  through 
its  direct  sales  force  as  well  as  through 
partnerships  with  independent  software 
vendors  (ISVs),  systems  integrators,  value- 
added  resellers,  consultants  and  distributors 
in  25  countries  worldwide. 

Through  its  Business  Partner  Program,  Action 
works  with  select  integrators  and  consultants 
to  develop  the  emerging  market  for  workflow 
management  systems. 

• Action  Business  Partners  include  integrators 
who  sell  the  full  range  of  Action  Workflow 
products  and  services  as  part  of  their  own 
vertical  applications  or  their  customers’ 
internal  applications,  as  well  as  training  and 


business  consulting  organizations  that  sell 
and  provide  training  on  Action  products. 

• Action  provides  its  Business  Partners  with 
marketing  support,  including  lead  referrals, 
product  collateral,  co-promotion,  press 
relations  and  other  services. 

Alliances/Partnerships 

Action  pursues  and  maintains  strategic 
partnerships  with  a range  of  software 
application  developers. 

Under  the  TeamAction  program  introduced  in 
1994,  Action  works  with  select  ISVs  to  jointly 
develop  and  market  “workflow-enabled” 
applications. 

• The  program  allows  customers  of 
TeamAction  partners  to  protect  their 
software  investment  with  the  addition  of 
workflow  technologies  and  business  process 
management  techniques  to  existing 
functional  and  departmental  systems. 

• Targeted  ISVs  include  vendors  of  line-of- 
business  (cross-industry)  applications  such 
as  financial  accounting,  service  and  support, 
sales  and  marketing,  human  resources, 
document  imaging,  imaging  systems  and 
EDI. 

• Current  TeamAction  members  include 
Saros,  PC  Docs,  Platinum  Software,  Verity, 
Great  Plains  Software,  Sybase,  PeopleSoft, 
LaserData  and  Novell/SoftSolutions. 

Action  Technologies  is  actively  working  with 
Microsoft  to  develop  the  MAPI  Workflow 
Framework  and  has  announced  that  the 
ActionWorkflow  System  will  support  MAPI, 
bringing  its  collaborative  workflow  to  the 
Microsoft  Exchange  Server. 

In  October  1995,  Action  Technologies  and 
Minolta’s  Business  Products  Group  annoimced 
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an  agreement  to  integrate  Action 
Technologies’  workflow  software  products  with 
Minolta’s  MP  MS3000  line  of  image  and 
information  management  systems. 


Action  Technologies,  Inc. 
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Acxiom  Corporation 

Chairman,  President 
& CEO:  Charles  D.  Morgan,  Jr. 

301  Industrial  Boulevard 
P.O.  Box  2000 

AgCIOM’ 

Conway,  AR  72033-2000 
Phone:  (501)  336-1000 

Fax:  (501)336-3913 

Internet:  http://www.acxiom.com 

Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
3,000  (7/96) 
$269,902,000 
3/31/96 


Key  Points 

• Acxiom  Corporation  is  a provider  of  data 
warehousing  and  mailing  list  processing 
services  as  well  as  data  products,  data 
integration  services,  decision  support 
services,  and  outsourcing/facilities 
management  services  to  major  firms  in  the 
U.S.  and  the  U.K. 


• In  April  1996,  Acxiom  acquired  Direct 
Media/DMl,  Inc.™  (DMI),  a provider  of  list 
brokerage,  management,  and  consulting 


services  for  business-to-business  and 
consumer  list  owners  and  mailers. 

• In  April  1996,  Acxiom  acquired  Pro  CD, 
Inc.®,  a publisher  of  reference  software  on 
CD  ROM. 

• In  August  1995,  Acxiom  acquired  DataQuick 
Information  Systems®  and  DQ  Investment 
Corporation  (collectively  referred  to  as 
DataQuick).  DataQuick  provides  real 
property  information  to  support  a broad 
range  of  applications,  including  marketing, 
appraisal,  real  estate,  banking,  mortgage, 
and  insurance. 

• In  July  1995,  Acxiom  purchased  Generator 
Datamarketing  Limited,  a U.K.-based 
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provider  of  data  and  database  marketing 
software  and  processing  services. 

Company  Description 

Founded  in  1969  as  Demographics,  Acxiom 
Corporation  is  a developer  of  large  data  center 
management  software.  The  company’s  three 
core  competencies  are  data  integration 
management  and  delivery,  software 
development,  and  network  computing. 

Acxiom  provides  a range  of  services  to  assist 
clients  in  direct  marketing  organizations  with 
the  marketing  process.  These  serveices 
include  planning  and  project  design,  list 
cleaning,  list  enhancement  and  production, 
database  creation  and  management, 
fulfillment,  and  consumer  response  analysis. 

In  1988,  the  company  changed  its  name  to 
Acxiom  Corporation,  and  the  following  year 
expanded  into  outsourcing  as  a means  of 
providing  data  processing  functions  both 
remotely  and  on-site.  Acxiom’s  reputation, 
built  on  developing  and  maintaining 
marketing  database  information,  is  now  being 
extended  to  business  operations  and  general 
data  center  outsourcing  services. 

The  company’s  outsourcing/facilities 
management  and  information  management 
services  are  provided  to  traditional  direct 
marketing  companies  as  well  as  companies 
not  in  the  direct  marketing  industry. 

Organization  and  Structure 

Acxiom  is  organized  into  industry-specific 
business  units  focusing  on  insurance,  high- 
tech,  direct  marketing,  seminars, 
telecommunications,  finance,  publishing, 
automotive,  and  retail  markets. 

Acxiom’s  business  groups  are  comprised  of 
Franchised  Business  Units  (FBUs).  Each 
FBU  is  comprised  of  self-directed  High 


Performance  Work  Teams  (HPWT).  Support 
functions  such  as  human  resources  and 
accounting  are  decentralized,  enabling  the 
FBUs  to  operate  as  small  businesses. 

Internal  organization  at  Acxiom  focuses  on 
creating  work  teams  to  service  the  needs  of 
specific  projects.  Technical  and  operational 
talent  assigned  to  a project  one  week  may  not 
be  in  the  same  position  the  next  week. 

Acxiom’s  management  structure  consists  of 
three  levels:  the  president,  the  Executive 
Operating  Team  (EOT),  and  the  Business 
Unit  Executives  (BUEs). 

The  EOT  is  Acxiom’s  senior  level  leadership 
group  whose  function  is  to: 

• Create,  communicate,  and  champion  the 
company’s  vision,  beliefs,  and  corporate 
goals 

• Provide  direction  for  Acxiom  associate 
strategies  and  systems 

• Recruit,  train,  and  mentor  Acxiom 
associates 

• Drive  innovation,  change,  and  risk-taking 
throughout  the  company 

• Set  strategic  priorities  and  allocate 
resources 

• Create,  define,  and  provide  role  models  for 
Acxiom’s  culture 

• Establish  boundaries  for  the  company, 
including  markets,  structure,  investments, 
and  technologies 

Acxiom  is  headquartered  in  Conway  (AR), 
with  U.S.  sales  offices  located  in  Charlotte 
(NC),  Chicago  (IL),  Denver  (CO),  Fairway  and 
Overland  Park  (KS),  Grapevine  (TX),  Iselin 
(NJ),  Marietta  (GA),  McLean  and  Rockford 
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(VA),  Menomonee  Falls  (WI),  New  York  (NY), 
and  Washington,  D.C. 

Data  centers  are  located  in  Conway  (AR), 
Carmel  (NY),  Chicago  (IL),  and  the  U.K. 

U.K.  corporate  and  customer  services 
operations  are  located  in  London,  and  U.K. 
fulfillment  services  and  data  processing 
operations  are  located  in  Sunderland. 

Acxiom’s  subsidiaries  include: 

- Acxiom  Chicago  Data  Center,  Inc. 

- Acxiom  Transportation  Services,  Inc. 

- Acxiom  U.K.  Ltd. 

Company  Strategy 

Acxiom’s  business  strategy  is  to  develop  long- 
term partnerships  with  its  clients  for  the  joint 
development  of  decision  support  tools.  Acxiom 
focuses  on  converting  and  managing 
customers’  critical  data  into  actionable 
information. 

The  company  has  been  moving  away  from  its 
traditional  dependence  on  one-time  or 
repeating  projects  with  short  life  cycles.  It 
believes  that  only  through  long-term  contracts 
can  customers  realize  the  benefits  an  Acxiom 
relationship  can  provide  through  full-service 
functional  or  business  operations  outsourcing, 
and  management  of  large  volumes  of  customer 
information. 

In  recent  years  Acxiom  began  to  focus  on 
outsourcing  services,  as  it  is  closely  relates  to 
the  general  focus  of  the  company — dealing 
with  large  scale  information  resources. 

Financials 

Acxiom’s  fiscal  1996  revenue  reached  $269.9 
million,  a 30%  increase  over  revenue  of  $202.4 


million  for  fiscal  1995.  Net  income  was  $18.2 
million  in  fiscal  1996,  compared  to  $12.4 
million  in  fiscal  1995.  A five-year  financial 
summary  is  shown  on  the  following  page. 

Fiscal  1996  revenue  growth  was  attributed  to 
the  following: 

• Financial  services  revenue  grew  51%  as  a 
result  of  8%  growth  in  credit  card  processing 
revenues  and  $20.8  million  in  revenue 
resulting  from  the  acquisition  of  DataQuick 
Information  Systems. 

• Direct  marketing  revenue  rose  61%, 
reflecting  the  $16  million  increase  in 
revenue  from  the  Trans  Union  marketing 
services  contract  and  a 26%  growth  in  other 
direct  marketing  revenues. 

• Insurance  revenue  increased  13%,  including 
revenue  growth  from  the  Allstate  Insurance 
Company  data  management  agreement  of 
4%,  to  $55.8  million. 

• Information  and  communication  services 
increased  34%  reflecting  revenue  from  the 
outsourcing  contract  with  The  Polk  company 
of  $6.5  million,  6%  growth  in  the  Trans 
Union  data  center  management  agreement, 
to  $23.6  million  and  30%  growth  in  the 
remaining  industry  group. 

Research  and  development  expenditures  were 
approximately  $6.4  million  (2%  of  revenue)  in 
fiscal  1996,  $7.0  million  (3%  of  revenue)  in 
fiscal  1995,  and  $5.9  milhon  (4%  of  revenue) 
in  fiscal  1994. 

In  fiscal  1997,  management  expects  revenue 
growth  to  exceed  40%,  reaching  $386  million 
to  $390  million  in  total  revenue. 


Acxiom  Corporation 
July  1996 


©INPUT  1996.  Reproduction  prohibited. 


Page  3 of  1 1 


INPUT  Vendor  Profile 


Acxiom  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

3/96 

3/95 

3/94 

3/93 

3/92 

Revenue 

$269,9 

$202.4 

$151.7 

$115.8 

$90.9 

• Percent  change  from 
previous  year 

33% 

33% 

31% 

27% 

(6.9%) 

Income  before  taxes 

$29.4 

$20.1 

N/A 

N/A 

N/A 

• Percent  change  from 
previous  year 

46% 

N/A 

N/A 

N/A 

N/A 

Net  income 

$18.2 

$12.4 

$8.4 

$6.2 

$2.1 

• Percent  change  from 
previous  year 

47% 

48% 

35% 

195% 

(44%) 

Earnings  per  share  (a) 

$0.70 

$0.54 

$0.38 

$0.30 

$0.11 

• Percent  change  from 
previous  year 

30% 

42% 

27% 

172% 

N/A% 

(a)  Per-share  data  restated  to  reflect  two-for-one  stock  splits  in  fiscal  years  1995  and  1993. 


Revenue  Analysis  by  Product/ Service 

Acxiom’s  fiscal  1996  source  of  revenue,  by 
product  line,  was  distributed  as  follows: 


Data  services 37% 

Data  warehouse/decision  support 

services 18% 

List  processing  services 20% 

Outsourcing  and  facilities 

management 20% 

Other 5% 


100% 

Interim  Results 

Revenue  for  the  three-month  period  ending 
June  30,  1996  reached  nearly  $94.0  million, 
an  increase  of  59%  over  revenue  of  $59.2 
million  for  the  same  period  the  previous  year. 

Results  for  the  quarter  include  the  operations 
of  Pro  CD  and  Direct  Media,  which  were 
acquired  in  April  1996.  Excluding  the  effects 


of  these  companies,  revenue  increased  38% 
over  the  same  period  the  previous  year. 

Revenue  growth  during  the  period  was 
attributed  to  increases  in  the  financial, 
insurance,  information  services,  and  direct 
marketing  industry  sectors.  Revenue  in  the 
media/puhlishing  industry  sector  was 
unchanged  compared  to  the  previous  year. 

Market  Financials 

Acxiom  serves  direct  marketing  organizations 
and  marketing  departments  of  large 
corporations  in  the  U.S.  and  the  U.K., 
including  financial  institutions,  insurance 
companies,  consumer  credit  organizations, 
seminar  companies,  catalogers,  retailers, 
publishers,  consumer  goods  manufacturers, 
membership  and  continuity  associations,  and 
advertising  agencies. 

The  company  also  serves  charities,  list  users 
(direct  mailers  and  telemarketers),  list  owners 
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(customers  who  generate  and  own  their  lists),  A three-year  source  of  revenue  summary,  by 
and  list  managers  and  brokers  (agents  who  industry,  is  shown  below; 

manage  lists  and  provide  direct  marketing 
consulting  services). 


Acxiom  Corporation 

Three-Year  Source  of  Revenue  Summary 


Fiscal  Year 

Industry 

3/96 

3/95 

3/94 

- Financial  Services 

27% 

24% 

20% 

- Direct  Marketing 

26% 

22% 

25% 

- Insurance 

25% 

30% 

16% 

- Information  and  Communication 

Services 

15% 

16% 

16% 

- Media/Publishing 

7% 

8% 

10% 

- Other 

— 

— 

13% 

Total 

100% 

100% 

100% 

Geographic  Markets 

Approximately  93%  of  Acxiom’s  fiscal  1996 
revenue  was  derived  from  the  U.S.,  and  the 
remaining  7%  from  the  U.K. 


A three  year  geographic  source  of  revenue 
summary  follows. 


Acxiom  Corporation 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

3/96 

3/95 

3/94 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

U.S. 

$252.2 

93% 

$187.9 

93% 

$135.5 

89% 

U.K. 

17.7 

7% 

14.5 

7% 

16.2 

11% 

Total 

$269.9 

100% 

$202.4 

100% 

$151.7 

100% 
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Acquisitions 

In  the  past  15  months,  Acxiom  has  completed 
four  acquisitions — two  during  fiscal  1996,  and 
two  during  the  first  quarter  of  fiscal  1997. 
Together,  these  acquisitions  are  expected  to 
contribute  approximately  $100  million  to 
fiscal  1997  revenue. 

In  April  1996,  Acxiom  acquired  Greenwich 
(CT)-based  Direct  Media/DMI,  Inc.  (DMI)  for 
$25  million. 

• DMI  is  the  largest  list  management 
company  in  the  U.S.  and  one  of  the  largest 
list  brokerage  and  consulting  services  to 
business-to-business  and  consumer  list 
owners  and  mailers. 

• This  acquisition  is  expected  to  contribute 
approximately  $40  million  in  annual 
revenue. 

• Certain  operations  of  Direct  Media  will  be 
managed  through  Acxiom  U.K. 

• The  acquisition  was  accounted  for  as  a 
purchase. 

In  April  1996,  Acxiom  acquired  Danvers  (MA)- 
based  Pro  CD,  Inc.,  a publisher  of  reference 
software  and  provider  of  telephone  and 
mapping  data  on  CD  ROM. 

• Approximately  60  percent  of  Pro  CD’s 
projected  $28  million  revenue  for  fiscal  1997 
is  expected  to  be  from  sales  to  small 
businesses. 

• Acxiom  issued  approximately  1.7  million 
shares  of  common  stock  in  exchange  for  all 
of  the  outstanding  common  stock  and 
common  stock  options  of  ProCD. 

• The  transaction  was  accounted  for  as  a 
pooling  of  interests. 


In  August  1995,  Axiom  acquired  San  Diego 
(CA)-based  DataQuick  Information  Systems 
(formerly  an  “S”  corporation)  and  DQ 
Investment  Corporation  (collectively  referred 
to  as  DataQuick) 

• DataQuick  provides  real  property 
information  to  support  a broad  range  of 
applications,  including  marketing, 
appraisal,  real  estate,  banking,  mortgage, 
and  insurance. 

• DataQuick  had  $20.3  million  in  revenue  for 
the  year  ended  December  31,  1994,  and  is 
expected  to  contribute  approximately  $25 
million  to  revenue  in  fiscal  1997. 

• DataQuick  complements  the  demographic 
information  Acxiom  offers  through  its 
InfoBase  product  line,  strengthening  the 
company’s  ability  to  provide  data  to  the 
insurance  and  financial  industries,  as  well 
as  providing  the  company  with  on-line 
presence. 

• The  acquisition  was  in  the  form  of  a merger 
of  two  wholly  owned  subsidiaries  of  the 
company  into  each  of  DataQuick 
Information  Systems  and  DQ  Investment 
Corporation. 

• Acxiom  exchanged  984,839  shares  of 
common  stock  for  all  of  the  outstanding 
shares  of  DataQuick’s  capital  stock. 

• The  transaction  was  accounted  for  as  a 
pooling  of  interests. 

In  July  1995,  Acxiom  purchased  Generator 
Datamarketing  Limited,  a provider  of  data 
and  database  marketing  software  and 
processing  services. 

• Generator  had  revenue  of  $3.1  million  for 
the  year  ended  December  31,  1994. 
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• Generator,  a U.K.  company  based  in 
Herfordshire  near  London,  was  acquired  for 
approximately  $6.5  million. 

• Included  in  the  acquisition  is  the  Rapidus™ 
product,  a decision  support  software 
enabling  users  to  easily  extract  information 
from  large  databases  via  desktop  computers. 

• The  Generator  operations  will  be  managed 
through  Acxiom  U.K. 

Employees 

Acxiom  had  approximately  3,000  employees  as 
of  July  15,  1996. 

Key  Products  and  Services 

Acxiom’s  core  products  and  services  have 
traditionally  been  the  list  processing  and  data 
warehouse  services.  In  addition  to  the 
traditional  business,  Acxiom  also  offers 
services  in  outsourcing/facilities  management, 
and  information  management,  as  well  as 
InfoBase™  services,  and  U.K.  promotional 
services. 

Acxiom’s  core  products  and  services  fall  in  the 
following  areas: 

Data  Warehouse/Decision  Support 
Services — ^Incorporate  the  full  spectrum  of 
Acxiom’s  products  and  services  to  provide 
large-scale  solutions  for  housing,  integrating, 
and  analyzing  large  volumes  of  data. 

• RelationBase® — A relational-like  data 
warehouse  for  segmentation  analysis, 
promotional  planning,  initiation,  tracking 
and  analysis,  and  decision  support. 

• Prospecting  and  Marketing 
databases — Acxiom  offers  the  following 
types  of  databases: 

- RelationBase  data  warehouses  are  used 
for  segmentation  analysis,  promotional 


planning,  initiation,  tracking  and  analysis, 
and  decision  support. 

- Flat  structure  (non-relational)  databases 
provide  a marketing  platform  for  selection, 
segmentation  analysis,  reporting,  and 
tracking  customer  data. 

• Decision  support  solutions — Use  standard 
industry  tools  to  provide  clients  with  access 
to  Acxiom  data  warehouses  and/or 
client/server  systems. 

• Data  integration  services — Allow  multiple 
files  from  different  sources  to  be  combined 
into  a data  warehouse.  These  services 
include  reformatting,  standardization, 
enhancement  of  name  and  address 
information,  and  identification  and/or 
elimination  of  duplicates  within  the 
warehouse. 

Direct  Marketing/List  Processing 
Services — Provide  rapid,  high  volume  list 
merge/purge  and  fulfillment  services  to  assist 
in  planning  and  production  of  direct 
marketing  campaigns. 

• List  rental  services  (LOFS)  provide 
segmentation  and  fulfillment  of  list  orders. 
LOFS  use  a proprietary  graphical  user 
interface  to  provide  consolidation  of  multiple 
sources  of  customer  data,  standardization  of 
data  across  sources,  cleansing, 
deduplicating,  and  householding  of  name 
and  address  data  based  on  individual 
customer  needs. 

• Merge/purge  services  allow  multiple  lists 
from  different  sources  to  be  combined  into 
one  mail  file.  Acxiom  provides  reformatting, 
standardization,  enhances  name  and 
address  information,  and  identifies  and/or 
ehminates  duplicates. 
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Data  Integration  Services — Provide  data 
integration  services  for  system  integrators 
and  hardware  and  software  vendors. 

• Postal  products/data  hygiene  services  are 
designed  to  improve  and  enhance  files  to 
minimize  postage  and  optimize 
deliverability.  Services  include 
standardizing  addresses,  assigning  postal, 
geographic,  and  demographic  codes,  and 
identifying  and  correcting  all  changes  of 
addresses.  The  services  can  also  sort  mail 
and  prepare  all  reporting  for  mailings. 

• Merge/purge  services  allow  multiple  lists 
from  different  sources  to  be  combined  into 
one  mail  file. 

• Consulting  and  analytical  services  provide 
customized  services  for  marketing  analysis, 
with  a focus  on  improving  short  term 
profitability  on  individual  mailing  and  long 
term  strategic  marketing  strength. 

Data  Products — Provide  industry-specific  data 
solutions  for  both  real-time  batch  and  on-line 
processing. 

• Telephone  White  Pages  (EDGE) — EDGE  is  a 
database  of  names  and  addresses  scanned 
from  the  telephone  white  pages,  which  can 
be  used  and/or  enhanced  for  marketing 
purposes. 

• iBConsumer^^’  InfoBase — Acxiom’s  flagship 
data  product  is  a multi-sourced  database  of 
U.S.  households  available  for  database  or 
list  enhancement  and  analysis. 

• mBusiness  InfoBase — A business-to- 
business  data  enhancement  and  analysis 
tool  that  provides  demographic  data. 

• mTeleSource® — A multi-sourced  database  of 
telephone  numbers  for  name  and  address 


appending  and  reverse  appending  (both  on- 
hne  and  batch). 

• Data  acquisition/management — This  service 
provides  for  the  purchase,  storage,  and 
transfer  of  data  acquired  for  customer 
specific  application,  and  the  management  of 
data  owner/vendor  relationships. 

• DataQuick  information  services 
products — A range  of  information  products 
centered  around  real  property  information. 

• On-line  products  are  offered  over  the 
Internet  or  via  EDI,  EDT,  and  other 
electronically  delivered  services. 

MarketOuide^^"^ — A family  of  five  Microsoft 
Windows-based  access  tools  for  data 
warehouses,  databases,  or  LOFS.  They 
enable  the  user  to  access  his  mainframe-based 
file,  query  it,  move  it,  analyze  it,  and  score  it 
from  the  users’  workstation.  MarketGuide 
also  includes  mathematical  and  segmentation 
features. 

Out  sourcing  / Facilities  Management  Services 

Since  1989,  Acxiom  has  been  providing 
outsourcing/facilities  management  services, 
managing  clients’  data  centers  and/or 
providing  information  systems  functions,  both 
on-site  at  the  clients’  facilities  and  remotely 
from  Acxiom’s  Conway  data  center. 

Two  of  Acxiom’s  largest  clients  use  these 
services: 

• In  August  1992,  a data  center  management 
agreement  was  signed  with  Trans  Union 
Corporation,  one  of  the  three  largest  credit 
bureaus  in  the  U.S.  The  agreement 
provided  for  the  management  of  Trans 
Union’s  data  processing  center  in  Chicago 
(IL)  through  Acxiom’s  subsidiary,  Acxiom 
Chicago  Data  Center,  Inc. 
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In  1994  the  agreement  was  extended  to 
include  the  outsourcing  of  all  of  the  data 
processing  services  for  Trans  Union’s 
Marketing  Services  Division. 

• In  September  1992,  through  its  subsidiary, 
Acxiom  RM-Tools,  Inc.,  Acxiom  began 
managing  the  outside  purchasing  and 
internal  processing  of  consumer  data  for 
Allstate  Insurance  Company,  which  had 
previously  been  handled  by  Allstate’s  28 
regional  offices. 

Acxiom  provides  software  systems  and 
database  management  services  for  use  in 
conjunction  with  new  auto  insurance 
policies.  In  addition,  Allstate  uses  software 
systems  developed  by  Acxiom  to  help 
evaluate  auto  policy  renewals  and  to  market 
various  types  of  insurance  to  new  and 
existing  customers. 

InfoBase  Services 

The  InfoBase  iBConsumer®^*  database  is 
comprised  of  household  data  owned  by  seven 
data  contributors  who  permit  InfoBase  to 
access  their  data  for  the  purpose  of  list 
enhancement,  list  analysis,  segmentation 
modeling,  and  merge/purge  screening.  Data 
made  available  through  InfoBase  includes 
consumer  names  and  addresses,  as  well  as 
demographic  information. 

In  addition  to  the  leConsumer  database, 
InfoBase  offers  the  ifiBusiness®''^  database 
comprised  of  data  provided  by  American 
Business  Information,  Database  America, 
TRW,  and  The  Lead  Sheet  for  use  in  direct 
marketing  to  businesses. 

U.K.  Promotional  Services 

In  addition  to  the  data  processing  services 
offered  in  the  U.K.,  Acxiom  also  provides 
comprehensive  promotional  materials 


handling  and  fulfillment  services  to  its  U.K. 

customers. 

• Services  provided  include  promotional 
fulfillment,  competition  handling,  in-bound 
telemarketing  and  response  handling,  lead 
monitoring,  contract  packing  and  mailing, 
and  coupon  redemption.  Acxiom  uses 
computerized  tracking  and  monitoring 
systems  to  provide  customers  with  current 
reports  on  the  progress  of  their  marketing 
campaigns. 

• During  fiscal  1995,  the  company  mailed 
more  than  10  million  promotional  items, 
and  custom-handled  more  than  18  million 
pieces  of  direct  mail  for  more  than  30  U.K. 
clients. 

Clients 

Some  of  Acxiom’s  top  customers  include: 

- AT&T  Telecommunications,  Inc. 

- Allstate  Insurance  Company 

- American  Management  Association 

- Associates  Financial  Services  Co.,  Inc. 

- Australian  Tourist  Commission 

- Automatic  Data  Processing 

- Bell  Atlantic  Communications,  Inc. 

- Britannia  Building  Society 

- Chevy  Chase  Federal  Savings  Bank 

- Citibank,  N.A. 

- Dillard’s 

- First  Union  National  Bank  of  N.C. 

- GTE  Corporation 

- General  Electric 

- Guideposts  Associates,  Inc. 

- Imperial  Tobacco  Limited 

- Marketing  Profiles 

- Meredith  Corporation 

- NationsBank  of  Delaware,  N.A. 
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- Physicians  Mutual  insurance  Co. 

- Procter  and  Gamble 

- Prudential  Insurance  Co. 

- Signet  Bank 

- The  Polk  Company 

- Trans  Union  Corporation 

- U.S.  West 

- Union  Fidelity  Life  Insurance  Co. 

- Wal-Mart 

- Wells  Fargo 

During  the  past  three  fiscal  years  Acxiom  had 
two  customers  that  accounted  for  a significant 
portion  of  the  company’s  revenue: 

• Allstate  accounted  for  20.7%  in  fiscal  1996, 
26.4%  in  fiscal  1995,  and  12.6%  in  fiscal 
1994. 

• Trans  Union  accounted  for  15.5%,  12.6%, 
and  13.6%  in  fiscal  years  1996,  1995,  and 
1994,  respectively. 

Marketing  and  Sales 

Acxiom  markets  it  services  and  software 
products  via  a direct  sales  force. 

Alliances 

In  May  1996,  Acxiom  joined  Oracle’s  Business 
Alliance  Programme  in  an  agreement  that 
combines  Acxiom’s  data  warehousing  and 
decision  support  capabilities  with  Oracle’s 
database  and  on-line  analytical  processing 
(OLAP)  strengths. 

In  November  1995,  Acxiom  and  The  Polk 
Company,  one  of  the  nation’s  largest  data 
compilation  companies,  completed  a ten-year 
agreement  for  the  management  of  Polk’s  data 
center  operations  in  Taylor  (MI). 

Management  of  the  operation  was  transferred 
in  May  1996  to  Acxiom’s  Conway  (AR) 
headquarters. 


• Management  expects  the  agreement  to 
contribute  $15-$  16  million  in  initial  annual 
revenue  to  Acxiom. 

• This  alliance  provides  Acxiom  with 
significant  automotive  data  resources. 

• Acxiom  and  Polk  are  also  investigating 
partnerships  in  marketing,  product 
development,  data  acquisition,  and 
international  sales. 

In  June  1995,  Acxiom  entered  into  a multi- 
year strategic  business  alliance  with  the 
Claims  Solutions  Group  of  Automatic  Data 
Processing  (ADP). 

• Under  the  terms  of  the  partnership,  ADP 
will  outsource  some  of  its  data  processing 
functions  to  Acxiom 

• The  two  companies  will  also  jointly 
providing  a range  of  services,  including 
systems  integration,  information 
management,  and  data  warehousing  to  the 
property  and  casualty  insurance  industry. 

Trans  Union  Corporation,  a long-standing 
customer  of  Acxiom,  has  also  turned  to  the 
company  for  the  outsourcing  of  data 
processing  services  to  be  used  by  credit  card 
issuers  in  marketing  efforts. 

• In  1994,  Trans  Union  contracted  with 
Acxiom  for  the  outsourcing  of  all  the  data 
processing  services  for  Trans  Union’s 
Marketing  Services  Division. 

• This  alliance  provides  Acxiom  with 
significant  financial  data  resources. 

In  October  1995,  Acxiom  and  the  Boston- 
based  consulting  firm  Grant  & Partners 
formed  a joint  venture  called 
Acxiom/Exchange  Marketing  Services 
(AEMS). 
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• This  partnership  combines  Grant’s 
methodology  for  helping  customers 
maximize  marketing  dollars  with  Acxiom’s 
data  warehousing  capabilities. 


• In  June  1995,  the  partnership  released  RM- 
Tool,  a package  that  combines  data 
warehousing  services  and  risk-assessment 
software,  for  other  insurers  that  want  to 
outsource  data  manipulation  for  risk 
management. 


• This  venture  will  provide  Acxiom  with 
access  to  customers  it  has  so  far  be  unable 
to  reach. 


Competition 

Acxiom  faces  competition  in  the  following 
areas: 


• The  joint  venture  will  also  develop  decision- 
support  software. 


In  September  1992,  Acxiom  and  the 
Northbrook  (IL)-based  Allstate  Insurance  Co. 
formed  an  alliance  with  the  goal  of  creating  a 
new  information  product  to  improve  risk 
management  and  the  overall  cost  of  data 
manipulation. 


Traditional  direct  marketing  industry 
services — Key  competitors  include  Metromail 
and  Harte  Hanks. 


Outsourcing/facilities  management  services 
and  information  management  services — Key 
competitors  include  EDS  and  IBM. 


• The  alliance  was  originally  formed  to 
develop  a risk  management  tool  for  Allstate, 
in  keeping  with  Acxiom’s  long-term  strategy 
of  forming  long-term  strategic  partnerships 
with  its  clients. 
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301  Industrial  Boulevard 
Conway,  AR  72032-7103 
Phone:  501-336-1000 

Fax:  501-336-3978 


President: 
Status: 
Employees: 
Total  Revenue: 
FYE: 


Charles  D.  Morgan,  Jr. 


$116  Million 
3/31/93 


Public 

2,000 


Key  Points 


• In  fiscal  1993,  Acxiom  achieved  the  highest  revenues,  net  income 
and  earnings  per  share  in  the  company's  history.  Acxiom  achieved 
its  corporate  goal  of  a 20%  to  30%  revenue  growth  and  15%  pre-tax 
profits. 

• Acxiom  has  pursued  the  development  of  key  alliances  and 
partnerships.  Comprehensive  relationships  with  clients  are  seen  as 
the  model  for  the  future. 

■ In  a joint  press  release  issued  in  October  1993,  Acxiom  and  Maritz, 
Inc.,  a firm  specializing  in  performance  services,  announced  they 
were  forming  a long-term  partnership.  This  partnership  is  designed 
to  provide  clients  and  prospects  with  one  source  for  marketing, 
creative  communications,  telemarketing  and  fulfillment  services. 

• In  September  1993,  Acxiom  beat  sue  competitors  for  a contract  with 
the  state  Board  of  Insurance  in  Texas  to  collect  statistics  on 
insurance  rates.  Prior  to  this  contract,  Texas  insurance  regulators 
had  to  rely  on  industry-controlled  statistical  agents. 

• Outsourcing  accounted  for  60%  of  Acxiom's  revenue  in  1992,  and 
grew  to  70%  of  fiscal  1993  revenue  in  1993. 

• Acxiom's  reputation  has  been  built  on  developing  and  maintaining 
marketing  database  information.  This  reputation  for  quality  and 
client  service  is  now  being  extended  to  business  operations  and 
general  data  center  outsourcing  services. 
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Company  Acxiom  Corporation  provides  a comprehensive  range  of  information 

Description  management  services,  marketing  software  and  computer  outsourcing 

services  to  database  marketers  and  Fortune  500  companies. 


Financials  Total  fiscal  1993  revenue  reached  $116  million,  21%  increase  over 

fiscal  1992  revenues  of  $92.6  million. 

A three-year  financial  summary  (as  reported  in  Acxiom's  annual  report) 
follows: 


ACXIOM  CORPORATION 
THREE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

3/93 

3/92 

3/91 

Revenue 

$115.8 

$90.9 

$97.7 

Percent  increase 
previous  year 

27% 

(6.9%) 

95 

Total  operating 

costs  & expenses 

$104.1 

$84.8 

$89.4 

Net  income 

$6.2 

$2.1 

$3.8 

Percent  increase 
(decrease)  from 
previous  year 

121% 

(44%) 

(32%) 

Earnings  per  Share 

$.60 

$.22 

$.39 

Percent  increase 
(decrease)  from 
previous  year 

173% 

- 

The  rise  in  outsourcing  revenues  for  Acxiom  over  the  past  three  years 
has  been  significant.  The  trends  affecting  the  direct  marketing  industry 
are  similar  to  those  occurring  in  other  business  sectors,  leading 
companies  to  seek  outsourcing  services.  Increased  competition  and  a 
slow  economy  are  pushing  companies  to  seek  more  cost-effective  and 
productive  ways  of  performing  mission-critical  applications  that  support 
their  core  businesses. 

Approximately  50%  of  the  company's  current  outsourcing  business 
comes  from  existing  customers.  The  majority  of  Acxiom's  outsourcing 
revenue  is  evenly  generated  from  contracts  for  platform  and 
applications  operations  services. 
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Market  Financials 


Geographic 

Markets 


Organization 

Structure 


Acxiom  serves  all  companies  involved  in  direct  marketing,  including 
financial  institutions,  insurance  companies,  seminar  companies, 
communications  companies,  catalogers,  retailers,  publishers,  consumer 
goods  manufacturers,  advertising  agencies,  consumer  credit 
organizations,  the  British  government,  charities,  list  users  (direct 
mailers),  list  owners  (customers  who  generate  and  own  their  lists)  and 
list  managers  and  brokers. 

Acxiom  is  also  planning  to  provide  solutions  to  the  automotive, 
telecommunications  and  pharmaceutical  industries  in  fiscal  1994. 


Approximately  80%  of  Acxiom's  fiscal  1993  revenue  was  derived  from 
the  U.S.  and  20%  from  the  U.K. 


U.S.  sales  offices  are  located  in  New  York  (NY),  Chicago  (IL), 
Washington,  D.C.,  Dallas  (TX),  Denver  (CO),  and  Atlanta  (GA).  U.K. 
sales  and  support  operations  include  locations  in  London  and 
Sunderland. 

Data  centers  are  located  in  Chicago,  Dallas,  Philadelphia,  Carmel 
(NY),  Marion  (OH),  and  the  U.K. 

Subsidiaries  include: 

Acxiom  Chicago  Data  Center,  Inc. 

Acxiom  Transportation  Services,  Inc. 

BSA,  Inc. 

Modern  Mailers,  Inc. 

Acxiom  U.K.  Ltd. 

MarketLead  Services  Ltd. 

Southwark  Computer  Services  Ltd. 

Internal  organization  at  Acxiom  focuses  on  creating  work  teams  to 
service  the  needs  of  specific  projects.  Technical  and  operational  talent 
assigned  to  a project  one  week  may  not  be  in  the  same  position  the  next 
week. 

The  company's  internal  structure  is  presented  in  the  following 
organization  chart.  It  reflects  how  work  teams  are  brought  together  to 
leverage  specific  expertise  for  each  customer's  needs. 

James  T.  Womble,  chief  outsourcing  executive  at  Acxiom,  reports 
directly  to  Charles  D.  Morgan,  Chairman  and  Chief  Executive  Officer 
of  Acxiom  Corporation. 
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Employees 


Strategy 


Acquisitions 


Seventy  percent  of  the  approximately  2,000  employees  of  Acxiom  are 
involved  in  the  company's  outsourcing  business.  Tbe  company  allocates 
a high  percentage  of  personnel  to  functional  areas  that  distinguish 
Acxiom  in  the  marketplace,  systems  operations  and  applications 
expertise. 

The  following  information  presents  a breakdown  of  Acxiom's  staff 
allocations  as  represented  by  functional  responsibilities. 


General  Management  & Administration  5% 

Project  Management  10% 

Applications  Design  & Development  20% 

Network  Design  & Development  15% 

Systems  and  Network  Operations  30% 

Technical  Support  10% 

User  Support  5% 

Sales  5% 


Acxiom's  business  strategy  is  to  develop  partnerships  with  its  customers 
using  long-term  contracts  for  marketing  services.  Acxiom  focuses  on 
converting  and  managing  customers  critical  data  into  actionable 
information. 

The  company  has  been  moving  away  from  its  traditional  dependence  on 
one-time  or  repeating  projects  with  short  life  cycles.  It  believes  that 
only  through  long-term  contracts  can  customers  realize  the  benefits  an 
Acxiom  relationship  can  provide  full-service  functional  or  business 
operations  outsourcing  to  manage  large  volumes  of  customer 
information.’ 

Acxiom  has  put  into  place  a three-year  strategic  plan  to  target  the 
delivery  of  facilities  management  and  the  outsourcing  of  computer 
services. 


Several  acquisitions  have  occurred  since  Acxiom's  establishment  in 
1968  that  strengthen  its  functional  expertise  in  the  direct  marketing 
industry. 

Acquisitions  include; 

Modern  Mailers  (1987) 

BSA  (1986),  a company  that  provides  fulfillment  services  for  magazine 
subscribers 
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Alliances 


Key  Products 
Services 


February  1994 


Southwark  (1987),  a U.K.-based  direct  marketing  and  information 
services  firm. 


Acxiom  partnership  relationships  are  often  formed  to  provide  strategic 
business  consulting,  applications  development  and  business  systems  re- 
engineering services  outside  Acxiom's  direct  marketing  expertise. 
Consequently,  Acxiom  is  pursuing  strategic  alliances  with  several  major 
systems  integrators,  including  some  of  the  Big  6 accounting  firms, 
KPMG  Peat  Marwick  and  American  Management  Systems  (AMS). 

Acxiom  hopes  to  expand  beyond  its  current  market  base  and  become  a 
partner  in  more  enterprise-wide  systems  integration  engagements 
leveraging  its  expertise  in  marketing  database  management  and 
application  development. 

In  a joint  press  release  issued  in  October  1993,  Acxiom  and  Maritz, 

Inc.,  a firm  specializing  in  performance  services,  announced  they  were 
forming  a long-term  partnership.  This  partnership  is  designed  to 
provide  clients  and  prospects  with  one  source  for  marketing,  creative 
communications,  telemarketing  and  fulfillment  services.  The  two  firms 
will  concentrate  their  initial  efforts  within  the  automotive, 
telecommunications  and  pharmaceutical  industries,  subsequently 
expanding  to  include  the  entertainment,  hotel  and  home  shopping 
markets  in  the  future. 


and  Acxiom  has  developed  an  interactive  family  of  products  designed  to 

allow  access  and  provide  custom  reporting  features  for  direct  database 
marketing.  Some  of  its  products  are;  MISA,  NAVIGATE,  OAM, 
DFM,  AFM,  PC  QUICK  MATRIX  and  SCORE.  Acxiom  is  also 
focusing  on  its  ORB  technology  which  allows  diverse  technologies  and 
custom  developed  products  to  communicate  across  platforms. 

Outsourcing  Services 

Outsourcing,  in  the  form  of  systems  operations  contracts  and  software 
development  services,  are  Acxiom's  chief  strategic  lines  of  business. 
Acxiom  offers  its  customers  a complete  relationship  addressing  both 
the  operational  and  cost  effectiveness  sides  of  a customer's  business. 

Acxiom  signed  two  large  outsourcing  clients  in  fiscal  1993,  Trans  Union 
and  Allstate  Insurance.  Both  relationships  are  extensions  of  Acxiom's 
traditional  business  of  handling  large-scale,  complex  collections  of 
consumer  data. 

Marketing  Database  Services 
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Acxiom  also  provides  Marketing  Database  Services  to  assist  direct 
marketing  organizations  in  designing,  developing  and  managing 
marketing  databases.  ° ° 

Acxiom  MarketGuideSM  is  Acxiom's  newest  enhancement  to  its 
marketing  services.  Marketguide  offers  direct  control  of  complex 
inarketing  database  resources  via  a personal  computer,  and  uses  a 
client/server  database  platform  and  system  integration  of 
commercial  software  packages  to  offer  easy  access  to  marketing 
information.  Market  Guide  includes  Acxiom's  MarketSelect 
Market  Transfer,  MarketReady,  MarketScore  and  Marketimage. 

- Infobase  Services^M  provides  data  enhancement  seiwices  that 
enable  customers  to  add  attributes  to  names  on  current  lists  or  to 
be  more  selective  of  names  purchased  or  rented  from  lists. 
Infobase  Services  is  a joint  venture  of  Acxiom  and  ADVO- 
System,  Inc. 


Acxiom  RelationBase'^  a proprietary  database  platform  for  large 
volumes  of  database  transaction  processing. 


In  addition  to  the  above  services,  Acxiom  also  now  provides 
consulting  and  marketing  services  to  its  direct  marketing  customers 
assisting  them  at  the  inception  of  their  marketing  campaigns 
collecting  and  processing  information  on  purchasers'  past  buying 
abits  and  other  characteristics,  so  as  to  more  narrowly  and  precisely 
identify  specific  buyers  for  a particular  marketer's  product. 


GS/2000MS  a subscription  fulfillment  software  product  marketed  and 
supported  by  Acxiom. 


GV2000  is  a modular  system  that  consolidates  all  aspects  of 
subscription  and  book  fulfillment  and  supports  marketing 

accounting  and  customer  service  functions  necessary  to  complete  a 
fulfillment  operation.  ^ 


“ exclusive  license  to  develop  and  market 
Gb/2000  as  the  result  of  an  agreement  formed  with  Guideposts 

magazine  publishers  in  the  U.S.) 
m 1989.  Acxiom  also  assumed  management  of  Guidepost's  data 
processing  personnel,  computer  technology  and  operations. 

Mailing  Services 


Acxiom  s mailing  services,  based  in  Philadelphia,  include  data 
processing,  postal  qualification,  and  personalized  computer  printing 
The  company  also  offers  high-speed,  high-capacity  laser  printing  and 
complete  lettershop  services.  ^ ^ 
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Acxiom  also  provides  promotional  materials  handling  and  fulfillment 
services  to  its  U.K.  customers. 

• These  services  include  competition  handling,  dealer/agent  servicing, 
lead  monitoring,  contract  packing  and  mailing  and  coupon 
redemption. 

Clients 

Acxiom  estimates  65%  to  75%  of  its  customers  start  their  relationship 
with  Acxiom  with  contracts  to  develop  and  operate  marketing  database 
applications,  and  then  proceed  to  systems  operations  contracts. 

In  1992,  Acxiom  closed  a long-term  contract  with  Trans  Union,  one  of 
the  three  largest  consumer  credit  reporting  companies  in  the  U.S. 
Acxiom  assumed  responsibility  for  Trans  Union's  entire  Chicago  Data 
Center  operation,  including  equipment,  75  employees,  hardware  leases 
and  software  licenses.  The  management  fee  to  Acxiom  is 
approximately  $20  million  per  year  based  on  the  data  center's  current 
capacity. 

Competitors 

Although  Acxiom  is  considered  a niche  player  in  the  outsourcing 
market,  it  views  the  following  companies  as  competitors,;  IBM  (ISSC), 
EDS  and  Perot  Systems. 

All  three  companies  are  well  known  for  their  strengths  in  outsourcing 
and  systems  integration  in  a vareity  of  markets. 

INPUT 

Assessment 

Acxiom  services  a particular  niche  in  the  outsourcing  market,  one  in 
which  clients  rely  heavily  on  large  volumes  of  complex  customer 
information  as  a strategic  part  of  their  business.  Professional  services 
account  for  50%  of  the  company's  outsourcing  business  because  most 
contracts  involve  a high  degree  of  custom  application  development  and 
maintenance. 

Acxiom  seems  well  positioned  to  continue  as  an  industry  leader  for 
outsourcing  and  professional  services  in  the  direct  marketing  and 
insurance  industries.  The  company's  strengths  lie  in  developing  long- 
term relationships  with  customers  who  can  profit  from  the  Eill  range  of 
management  and  technical  services  Acxiom  offers  for  mission-critical 
data. 

Long-term  relationships  that  require  increasing  value-added  services 
from  Acxiom  should  propel  the  company  into  a stronger  outsourcing 
position  in  the  future. 
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Acxiom's  customer  base  has  expanded  beyond  its  traditional  base  of  the 
direct  marketing  industry.  A key  issue  for  Acxiom  in  fiscal  1994  will  be 
the  further  development  of  partnering  relationships  including  alliances 
with  systems  integrators. 


Acxiom  is  also  developing  a vertical  market  approach  to  several  high 
volume,  high  transaction  industries,  health  services,  financial  services 
and  insurance. 

Alliances  with  system  integration  vendors  should  also  allow  Acxiom  to 
expand  its  participation  in  specific  vertical  markets.  An  example  of  the 
use  of  alliances  used  to  expand  Acxiom's  vertical  market  expertise  is 
Acxiom's  alliance  with  Maritz,  Inc. 
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ACXIOM  CORPORATION  Charles  D.  Morgan,  Jr.,  Chairman 

301  Industrial  Boulevard  President,  and  CEO 


Conway,  AR  72032 
(501)  329-6836 

Public  Corporation,  NASDAQ 
Total  Employees:  1,540 
Total  Revenue,  Fiscal  Year  End 
3/31/91:  $97,714,000 

The  Company 

Acxiom  Corporation  (Acxiom)  provides  custom-designed  marketing 
data  bases,  list  processing  and  enhancement  services,  turnkey  in- 
house  fulfillment  systems  to  catalog  vendors,  and  personalized 
printing  and  lettershop  services.  In  addition,  during  the  last  two 
years  Acxiom  has  begun  to  offer  outsourcing  (systems  operations) 
services  and  subscription  fulfillment  software  to  the  publishing 
industry. 

In  January  1990,  Acxiom  consolidated  the  operations  of  its  five 
subsidiaries  under  one  name-Acxiom  Corporation-to  allow  the 
company's  investments  in  marketing,  research  and  development, 
customer  service,  and  associated  training  to  be  used  more 
productively  and  cost  effectively. 

Total  fiscal  1991  revenue  reached  $97.7  million,  a 9%  increase  over 
fiscal  1990  revenue  of  $89.7  million.  Net  income  declined  32%, 
from  nearly  $5.7  million  in  fiscal  1990  to  $3.8  million  in  fiscal  1991. 
A three-year  financial  summary  (as  reported  by  Acxiom  in  its  fiscal 
1991  annual  report)  follows: 

January  1992 
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ACXIOM  CORPORATION 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/91 

3/90 

3/89 

Revenue 

$97,714 

$89,734 

$74,278 

• Percent  increase 
from  previous  year 

9% 

21% 

31% 

Net  income 

$3,843 

$5,664 

$4,241 

• Percent  increase 

(decrease)  from 
previous  year 

(32%) 

34% 

22% 

Earnings  per  share 
• Percent  increase 

$0.79 

$1.16 

$0.90 

(decrease)  from 
previous  year 

(32%) 

29% 

10% 

Revenue  growth  during  fiscal  1991  occurred  during  the  first  half  of 
the  year  and  was  attributed  to  increased  levels  of  information 
services  in  the  U.S.  along  with  an  increase  of  approximately  $2.8 
million  from  two  data  processing  contracts  entered  into  during  fiscal 
1990. 

• Acxiom  closed  its  catalog  fulfillment  operation  in  Lakewood 
(NJ)  in  May  1990,  which  accounted  for  a revenue  decrease  from 
fiscal  1990  of  about  $4.2  million.  Catalog  fulfillment  services  are 
still  available  in  the  U.K. 

■ In  addition,  downsizing  of  the  company's  lettershop  and 
promotional  fulfillment  operations  accounted  for  a revenue 
decrease  from  fiscal  1990  of  $3.7  million. 

• Revenue  growth  was  also  hampered  during  the  latter  part  of  the 
fiscal  year  by  the  effects  of  the  gulf  war,  the  February  1991  postal 
rate  increase,  and  the  recession. 


Key  Products  and  Acxiom  provides  various  electronic  information  services  and 
Services  processing  services  for  direct  marketers,  including  storage,  retrieval, 

and  enhancement. 

Marketing  Data  Base  Services  are  provided  on  a custom  basis  to 
assist  direct  marketing  organizations  in  developing  targeted 
marketing  lists. 
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• Rather  than  owning  any  of  the  approximately  10,000  lists  to 
which  its  customers  are  granted  access,  Acxiom  acts  as  a link 
between  those  who  own  or  manage  lists  and  those  who  buy  or  use 
lists  for  direct  marketing  purposes.  Acxiom  maintains  and 
updates  approximately  10,000  lists  and  200  data  bases  owned  by 
others,  totaling  more  than  1.5  billion  name  and  address  records, 
all  of  which  are  available  to  authorized  customers. 

• Through  Acxiom's  data  communications  network,  direct 
marketing  customers  receive  authorized  access  to  lists  and  data 
bases  housed  at  Acxiom's  Conway  (AR)  data  center.  Customers 
are  connected  to  the  network  through  either  Acxiom-owned 
terminals  leased  to  the  customer  or  through  customer-owned 
equipment. 

• The  network  consists  of  dedicated,  leased  data  communication 
lines  that  link  approximately  400  customer  workstations  and 
printers  at  140  U.S.  sites,  computer-to-computer  links  to 
customers,  and  communications  links  between  remote  data 
centers  in  the  U.S.  and  U.K.  and  the  network's  central  computer 
center. 

• Through  Acxiom's  network,  lists  may  be  interrogated  and 
regrouped  with  marketing  information  selected  by  the  customer, 
including  geographic,  demographic,  psychographic,  and  previous 
consumer  response  data,  so  as  to  create  the  desired  universe  of 
names. 

- Infobase  Services^’'^  provides  data  enhancement  services  that 
enable  customers  to  add  attributes  to  names  on  current  lists, 
or  to  be  more  selective  of  names  purchased  or  rented  from 
lists.  These  consumer  attributes  include  age,  lifestyle,  and 
personal  interest  information  about  each  consumer  name 
enabling  a direct  marketer  to  concentrate  on  the  better  sales 
prospects.  Infobase  Services  is  a joint  venture  company  of 
Acxiom  and  ADVO-System,  Inc. 

• The  customer  can  then  create,  select,  merge,  and  enhance  the 
lists  available  for  even  more  precise  market  segmentation, 
permitting  each  mailing  program  to  be  tailored  for  a targeted 
sales  audience. 

- List  Order  Fulfillment  System  (LOFS)  permits  customers 
accessing  Acxiom's  network  from  a PC  in  their  own  office  to 
view  counts  on  any  segment  of  their  lists  or  marketing  data 
base  and  to  place  orders  for  overnight  shipment. 
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- Merge/Purge  service  takes  a number  of  lists  and  searches  the 
lists  for  the  customer  in  order  to  remove  any  duplicate  entries. 

- AddressAbility  consolidates  a range  of  list  cleaning  services 
including  address  standardization,  ZIP  application/correction, 
ZIP + 4 coding,  and  Carrier  Route  Coding. 

- National  Change  of  Address  (NCOA)  is  an  address  correction 
service  that  uses  a USPS  data  base  to  eliminate  undeliverable 
addresses  and  obtain  current  addresses. 

• Upon  a customer's  request,  mailing  lists  and  labels  of  the 
composed  universe  of  names  can  then  be  produced  by  Acxiom 
for  the  customer's  use. 

• In  addition  to  the  above  services,  Acxiom  also  now  provides 
consulting  and  marketing  services  to  its  direct  marketing 
customers,  assisting  them  at  the  inception  of  their  marketing 
campaigns,  collecting  and  processing  information  on  purchasers' 
past  buying  habits  and  other  characteristics,  so  as  to  more 
narrowly  and  precisely  identify  specific  buyers  for  a particular 
marketer's  product. 

GS/2000’^  is  a magazine  subscription  fulfillment  software  product 

marketed  and  supported  by  Acxiom. 

• GS/2000  is  a modular  system  that  consolidates  all  aspects  of 
subscription  and  book  fulfillment  and  supports  marketing, 
accounting,  and  customer  service  functions  necessary  to  complete 
a fulfillment  operation. 

• Acxiom  acquired  an  exclusive  license  to  develop  and  market 
GS/2000  as  the  result  of  an  agreement  formed  with  Guideposts 
Associates,  Inc.  (one  of  the  largest  magazine  publishers  in  the 
U.S.)  in  1989.  Acxiom  also  assumed  management  of  Guidepost's 
data  processing  personnel,  computer  technology,  and  operations. 

• During  fiscal  1991,  Acxiom  extensively  developed  Guideposts' 
GS/2000  product  and  has  successfully  marketed  it  to  The 
Foundation  for  Christian  Living  and  Highlights  for  Children. 

In  addition  to  its  outsourcing  agreement  with  Guideposts,  Acxiom 

also  provides  systems  operations  services  to  M/A/R/C,  Inc. 

Acxiom's  mailing  services,  based  in  Philadelphia,  include  data 

processing,  postal  qualification,  and  personalized  computer  printing. 

The  company  also  offers  high-speed,  high-capacity  laser  printing 
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and  complete  lettershop  services.  Acxiom  can  currently  process 
more  than  1.5  million  pieces  of  mail  per  day. 

■ The  current  volume  of  pieces  processed  decreased  by  9%  from 
last  year  due  to  a planned  reduction  aimed  at  streamlining 
Acxiom's  services,  focusing  on  larger  customers  and  eliminating 
service  to  smaller,  less  profitable  customers. 

• Margin  opportunities  for  this  division  are  expected  to  increase 
upon  the  addition  of  subscription  fulfillment  (GS/2000) 
customers. 

ACXIOM  ACXESS  is  a turnkey  merchandise  fulfillment  system 
marketed  in  the  U.S.  and  the  U.K.  to  the  catalog  merchandising 
industry. 

■ ACXIOM  ACXESS  is  an  on-line  system  that  handles  the  entire 
mail  order  process,  including  processing  customer  orders, 
maintaining  and  retrieving  customer  histories,  generating  picking 
slips  and  shipping  instructions,  and  processing  payments  and 
returned  merchandise.  The  system  also  includes  accounting  and 
inventory  functions,  as  well  as  the  ability  to  track  marketing 
productivity. 

• ACXIOM  ACXESS  runs  on  Hewlett  Packard  hardware.  Pricing 
is  dependent  on  the  customers  needs  and  varies  with  system 
complexity. 

Acxiom  also  provides  promotional  materials  handling  and 
fulfillment  services  to  its  U.K.  customers. 

• These  services  include  promotional  fulfillment,  competition 
handling,  dealer/agent  servicing,  lead  monitoring,  contract 
packing  and  mailing,  and  coupon  redemption. 

• During  fiscal  1991,  Acxiom  mailed  over  eight  million 
promotional  items  and  custom-handled  over  40  million  pieces  of 
direct  mail  for  over  90  U.K.  customers. 


Industry  Markets  Acxiom  serves  any  company  involved  in  direct  marketing,  including 

financial  institutions,  insurance  companies,  seminar  companies, 
communications  companies,  catalogers,  retailers,  publishers, 
consumer  goods  manufacturers,  advertising  agencies,  consumer 
credit  organizations,  the  British  government,  charities,  list  users 
(direct  mailers),  list  owners  (customers  who  generate  and  own  their 
lists),  and  list  managers  and  brokers. 
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Units  of  Citicorp  accounted  for  14%  ($13.7  million)  and  14%  ($12.8 
million)  of  Acxiom's  total  revenue  for  fiscal  1991  and  1990, 
respectively. 

Geographic 

Markets 

Approximately  80%  ($78.5  million)  of  Acxiom's  fiscal  1991  revenue 
was  derived  from  the  U.S.  and  20%  ($19.2  million)  from  the  U.K. 

U.S.  sales  offices  are  in  New  York  (NY),  Santa  Rosa  (CA),  Chicago 
(IL),  Washington,  D.C.,  and  Atlanta  (GA). 

U.K.  sales  and  support  operations  are  in  London,  Sunderland,  and 
Haseley. 

Computer 
Hardware  and 
Software 

Acxiom  uses  IBM  mainframe  computers  under  MVS  in  its 
processing  centers  in  Conway  (AR)  and  Sunderland  (U.K.). 
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ACXIOM  CORPORATION  Charles  D.  Morgan,  Chairman  and 

301  Industrial  Blvd.  CEO 


Conway,  AR  72032 
(501)  329-6836 

Public  Corporation,  OTC 
Total  Employees:  1,500 
Total  Revenue,  Fiscal  Year  End 
3/31/88:  $74,278,000 
Information  Services  Revenue: 
$65,000,000* 

* INPUT  estimate 

The  Company 

Acxiom  Corporation  (Acxiom),  formerly  CCX  Network,  Inc. 
(CCX),  is  a marketing  services  corporation  that  manages  customer 
lists,  provides  list  enhancement  services,  processes  personalized 
direct  mail  pieces,  provides  turnkey  in-house  fulfillment  systems  to 
catalog  vendors,  and  provides  fulfillment  services  to  catalog 
retailers. 

• CCX  was  founded  in  1969  as  Demographics,  Inc. 

Demographics  was  reincorporated  under  the  name  of  CCX  in 
1983. 

• In  December  1983,  CCX  made  an  initial  public  offering  of 
412,500  shares  of  common  stock.  Net  proceeds  of 
approximately  $4  million  were  used  to  retire  debt  and  for 
working  capital. 

• On  December  1,  1986,  CCX  acquired  BSA,  INC.  which 
specialized  in  product  fulfillment  computer  systems,  and 
product  fulfillment  and  warehousing  services. 

• Also  on  December  1,  1986,  CCX  acquired  the  partnership  of 
Thomson  McLintock  & Co.,  a service  bureau  to  the  U.K.  direct 
marketing  industry,  and  renamed  the  company  as  Southwark 
Computer  Services,  Ltd.  (Southwark). 

• On  September  30,  1987,  CCX  acquired  the  Modern  Group 
computer  printing  and  lettershop  service  companies,  and 
subsequently  renamed  the  companies  Modern  Mailers,  Inc. 

• In  July  1988,  Acxiom  acquired  Marketforce  Limited,  a U.K.- 
based  fulfillment  service  company.  Acxiom  then  changed 
Marketforce  Limited's  name  to  Marketlead  Services  Ltd. 

July  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  5 


ACXIOM  CORPORATION 


INPUT 


• In  1988,  CCX  changed  its  name  to  Acxiom  Corporation  to 
reflect  the  expanded  services  offered  due  to  acquisitions. 

Total  fiscal  1989  revenue  reached  $74.3  million,  a 31%  increase 
over  1988  revenue  of  $56.5  million.  Net  income  rose  22%,  from 
$3.5  million  in  1988  to  $4.2  million  in  1989.  A four-year  financial 
summary  follows: 

ACXIOM  CORPORATION 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/69(a) 

3/88(a) 

3/87(a) 

9/87(b) 

9 /86(b) 

Revenue 

• Percent  increase 

$74,278 

56,488 

$38,371 

$48,576 

$32,986 

from  previous  year 

31% 

47% 

N/A 

47% 

37% 

Net  income 
• Percent  increase 

$4,241 

$3,474 

$2,387 

$2,530 

$1,911 

from  previous  year 

22% 

46% 

N/A 

32% 

101% 

Earnings  per  share 
• Percent  increase 

$0.90 

$0.82 

$0.57 

$0.60 

$0.48 

from  previous  year 

10% 

44% 

N/A 

25% 

78% 

(a)  Reflects  years  ended  March  31. 

(b)  Reflects  years  ended  September  30. 


The  growth  during  fiscal  1989  was  due  primarily  to  increases  in 
sales  of  information  services  and  the  contribution  of  nearly  $5 
million  from  the  new  fulfillment  operation  in  the  U.K., 
Marketlead  Services  Ltd. 

Much  of  Acxiom's  increases  in  revenue  for  fiscal  1988  and  1987 
over  the  previous  years  were  due  to  acquisitions. 

Acxiom  is  currently  organized  into  four  subsidiaries  as  follows: 

• CCX  Network  provides  list  maintenance  and  enhancement 
services  to  both  list  suppliers  and  list  purchasers.  INPUT 
estimates  CCX  Network  accounted  for  approximately  45%  of 
Acxiom's  fiscal  1989  revenue. 

- A partial  list  of  CCX  Network  competitors  includes: 

Consumer  Direct;  Directech,  Inc.;  Wiland;  Donnelley;  and 
Anchor. 
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• BSA,  Inc.  is  divided  into  two  divisions,  BSA  Systems  and  BSA 
Fulfillment.  INPUT  estimates  BSA,  Inc.  accounted  for  25%  of 
Acxiom's  fiscal  1989  revenue. 

- BSA  Systems  provides  a proprietary  hardware  and  software 
solution  for  fulfillment  services  called  PROPHIT.  BSA 
Systems  employs  approximately  70  people.  BSA  Systems 
competitors  include:  Oasis,  Coral  Group,  Nashbar,  and 

T.O.P.S. 

- BSA  Fulfillment  provides  fulfillment  and  warehousing 
services  to  catalog  retailers.  The  revenue  generated  by  this 
division  is  not  considered  information  services  revenue  by 
INPUT.  BSA  Fulfillment  competitors  include:  Directel  and 
Express  Fulfillment. 

• Modern  Mailers,  Inc.  is  a computerized  direct  mail  service  that 
prints  and  delivers  direct  mail  pieces.  INPUT  estimates 
Modern  Mailers  accounted  for  approximately  20%  of  Acxiom's 
fiscal  1989  revenue. 

- Modern  Mailers  competitors  include:  CCI,  Creative 
Technical  Services,  Mailing  Service,  Metromail  Corporation 
and  United  Mailing. 

• Southwark  Computer  Services  Ltd.  provides,  in  the  U.K., 
services  similar  to  those  offered  by  CCX  Network. 

- Southwark  Computer  Services  Limited's  competitors  include: 
Centre-File  Limited,  DTI/WWAV(TBA),  Pegasus  Direct 
Marketing,  and  Printronic  Corp.  U.K.  Limited. 

• Marketlead  Services  provides,  in  the  U.K.,  services  similar  to 
those  offered  by  BSA,  Inc.  Warehousing  and  fulfillment 
services  offered  by  this  subsidiary  are  not  considered  to  be 
information  services. 

- Marketlead  Services  competitors  include:  Anadata,  DISS, 
Mailbrain,  Mailcom,  Nielsen,  Grandby  Marketing  Services, 
and  Parkmount. 

- INPUT  estimates  revenue  from  Acxiom's  warehousing  and 
fulfillment  services  accounted  for  approximately  10%  of 
Acxiom's  total  fiscal  1989  revenue. 

As  of  March  31,  1989  Acxiom  had  approximately  1,500  employees. 
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Key  Products  and 
Services 


Acxiom  provides  various  processing  services  for  direct  marketers, 

including  storage,  retrieval,  enhancement,  and  order  fulfillment. 

• CCX  and  Southwark  offer  the  following  list  management  and 
list  enhancement  services  to  their  respective  geographic 
markets: 

- Marketing  Data  Base  Services  are  provided  on  a custom 
basis  to  provide  clients  with  a means  to  develop  a direct 
marketing  plan.  The  data  base  contains  information  on 
clients  and  prospects  as  well  as  sales  history.  The  data  is 
maintained  by  CCX  and  Southwark  and  can  be  expanded  to 
include  prospects  from  CCX  and  Southwark-maintained  lists. 
The  data  is  maintained  on-line  allowing  instantaneous 
updates  from  both  field  sales  reps  and  the  home  office. 

- Merge/Purge  service  takes  a number  of  lists  and  searches 
the  lists  for  the  customer  in  order  to  remove  any  duplicate 
entries. 

- Infobase  Services^'^  provides  list  enhancement  services  that 
enable  customers  to  add  attributes  to  names  on  current  lists, 
or  to  be  more  selective  of  names  purchased  or  rented  from 
lists.  These  consumer  attributes  include  age,  lifestyle,  and 
personal  interest  information  about  each  consumer  name 
enabling  a direct  marketer  to  concentrate  on  the  better  sales 
prospects. 

• Infobase  Services  is  a joint  venture  company  of  Acxiom 
and  Wunderman  Worldwide. 

• BSA  Inc.  and  Marketlead  Services  offer  order  fulfillment 
systems  and  services. 

- PROPHIT  is  a turnkey  order  fulfillment  system  marketed  by 
both  BSA  Systems  and  Marketlead  Services.  PROPHIT  is 
an  on-line  system  that  handles  customer  orders  from  order 
entry  through  order  picking  and  shipping.  PROPHIT  runs 
on  Hewlett  Packard  hardware.  Pricing  of  PROPHIT  is 
dependent  on  the  customers  needs  and  varies  with  system 
complexity.  There  are  over  100  PROPHIT  installations. 

• Modern  Mailers  offers  computerized  printing,  personalization, 
and  lettershop  operations.  Names  and  addresses  are  supplied 
and  Modern  Mailers,  Inc.  prints  and  delivers  the  direct  mail 
pieces  associated  with  that  list. 
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Geographic 

Markets 


Industry  Markets 


Computer 
Hardware  and 
Software 


Acxiom  has  two  main  markets,  the  U.S.  and  the  U.K. 

• The  U.S.  is  served  by  CCX;  BSA,  Inc.;  and  Modern  Mailers. 

• The  U.K.  is  served  by  Southwark  and  Marketlead  Services. 

Acxiom  serves  any  company  involved  in  direct  marketing. 

Acxiom  uses  IBM  mainframe  computers  under  MVS  in  its 
processing  centers. 
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ADELIE  CORPORATION  Charles  A.  Khuen,  President  and  CEO 

1 25  Cambridge  Park  Drive  Subsidiary  of  AT&T 

Cambridge,  MA  02140  Total  Employees:  50 

(617)  354-0400  Total  Revenue,  Fiscal  Year  End 

12/31/88:  $10,000,000* 

* INPUT  estimate 


The  Company  Adelie  Corporation  was  founded  by  Paul  Stager  in  1982  to 

enhance  and  market  a sales  and  marketing  productivity  software 
package  he  had  developed.  Currently,  Adelie  markets  the  CLOSE 
application  software  product  and  provides  consulting  and 
education  and  training  professional  services. 

Revenue  for  1988  reached  approximately  $10  million,  an  11% 
increase  over  1987  revenue  of  $9  million.  A five-year  revenue 
summary  follows: 

ADELIE  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FiSCALYEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue  (a) 

$10,000 

$9,000 

$6,000 

$1,500 

$500 

• Percent  increase 

from  previous  year 

11% 

50% 

300% 

200% 

N/A 

(a)  Most  of  the  revenue  figures  listed  are  INPUT  estimates. 


Adelie  Corporation  currently  employs  approximately  50  people. 

Adelie  Corporation  does  not  believe  that  any  competitors  offer 
sales  and  marketing  productivity  software  in  the  IBM  mainframe 
environment.  Competition  comes  from  vendors  with  software  on 
minicomputers  or  microcomputers. 
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Key  Products  and 
Services 


Approximately  70%  of  1988  revenue  was  derived  from  application 
software  licenses.  The  remaining  30%  was  derived  from  support 
services,  including  implementation  and  education  and  training, 
associated  with  Adelie  Corporation's  software. 

Adelie's  primary  product  is  CLOSE,  an  integrated  sales  and 
marketing  productivity  software  system  composed  of  five  modules 
and  integrated  through  the  CLOSE  marketing  data  base. 

• The  CLOSE  marketing  data  base  consists  of  information  on 
customers  and  prospects,  and  of  mailing  lists  purchased  from 
external  sources.  The  CLOSE  data  base  integrates  the  five 
modules  of  CLOSE  and  provides  on-line  entry,  access,  and 
update  of  sales  and  marketing  account  information,  potential, 
and  history. 

• The  CLOSE  modules  include  the  following: 

- The  CLOSE  Sales  System  maintains  inactive  and  active 
accounts  with  sales  histories,  schedules  sales  call  itineraries, 
and  generates  sales  reports  on  sales  activities,  account  status, 
and  sales  personnel  performance.  The  system  also  maintains 
tickler  files  for  plarmed  follow-up  activities  and  generates 
customized  and  personalized  follow-up  letters. 

- The  CLOSE  Telemarketing  System  allows  telemarketing 
operators  to  access  the  CLOSE  data  base  on  inbound  calls 
for  account  information  and  sales  histories,  and  on  outbound 
calls  for  prospect  information  records.  Information  on 
qualified  prospects  identified  from  outbound  calls  can  be 
electronically  distributed  to  sales  representatives.  The 
system  also  provides  mailing  list  maintenance  functions. 

- The  CLOSE  Direct  Mail  System  processes  and  arranges  a 
data  base  of  demographic  and  sales  history  information.  The 
system  can  merge  external  lists  and  select  specific  subsets  of 
customers  and  prospects  for  targeted  mailings.  Mailing  list 
maintenance  is  on-line. 

- The  CLOSE  Response  System  uses  the  CLOSE  data  base  to 
screen  inquiries  and  accept  source  criteria  and  prospect 
attributes  for  each  inquiry.  The  system  uses  the  lead  quality 
to  fulfill  letter  and  literature  requests,  and  routes  leads  to  the 
appropriate  sales  organization,  telemarketing  group,  or 
distributor. 

- The  CLOSE  Management  System  assists  sales  and 
marketing  managers  in  evaluation  and  planning  of  marketing 


Page  2 of  3 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


August  1989 


ADELIE  CORPORATION 


INPUT 


Industry  Markets 


Geographic 

Markets 


programs,  sales  performance,  product  acceptance,  and  in 
identifying  trends  and  patterns. 

• CLOSE  operates  on  IBM  370  and  larger  computers  running 
DOS,  OS/VSI,  MVS,  or  OS/MVS/XA  operating  systems,  and 
Prime  50  series  computers  running  the  PRIMOS  operating 
system.  CLOSE  also  operates  on  systems  running  UNIX, 
ULTRIX,  and  AIX. 

• Each  CLOSE  module  is  priced  at  $60,000  to  $95,000  for  a 
mainframe  version  and  $20,000  and  up  for  UNIX-based 
versions. 

• System  support  for  the  first  year  is  approximately  30%  of  the 
purchase  price  of  the  software.  Maintenance  after  the  first  year 
is  approximately  12%  of  the  purchase  price  for  remote  support 
and  15%  of  the  purchase  price  for  on-site  support. 

• CLOSE  is  also  available  from  Adelie  on  a timesharing  basis. 


Adelie  derived  1988  revenue  from  across  all  industry  sectors. 

Adelie  targets  sales  and  marketing  departments  of  large 
companies,  principally  Fortune  1000  companies. 


One  hundred  percent  of  Adelie's  1988  revenue  was  derived  from 
the  U.S. 


August  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited 


Page  3 of  3 


o 


9 


9 


COMPANY  PROFILE 


ADELIE  CORPORATION 

125  CambridgePark  Drive 
Cambridge,  MA  02140 
(617)  354-0400 


Charles  A.  Khuen,  President 
Private  Corporation 
Total  Employees:  60 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $1,500,000 


THE  COMPANY 

• Adelie  Corporation  was  founded  by  Paul  Stager  in  1982  to  enhance  and  market 
a sales  and  marketing  productivity  software  package  he  had  developed. 
Currently,  Adelie  markets  the  application  software  product  and  provides 
professional  services  consulting  and  education  and  training  services. 

• Revenue  for  1985  reached  approximately  $1.5  million,  a 200%  increase  over 
1984  revenue  of  approximately  $500,000.  Adelie  management  expects  1986 
revenue  will  reach  $6  million. 

• Adelie  currently  has  approximately  60  employees,  segmented  as  follows: 


Marketing/sales  3 

Software  services  and  customer 


support 

15 

Computer  operations 

3 

Research  and  development 

25 

General  and  administrative 

j_4 

60 

• Adelie  does  not  believe  any  competitors  offer  sales  and  marketing  produc- 
tivity software  in  the  IBM  mainframe  environment.  Competition  comes  from 
vendors  with  software  on  mini  or  microcomputers. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  70%  of  1985  revenue  was  derived  from  application  software 
licenses.  The  remaining  30%  was  derived  from  support  services,  including 
implementation  and  education  and  training,  associated  with  Adelie's  software. 

• Adelie's  primary  product  is  CLOSE,  an  integrated  sales  and  marketing  produc- 
tivity software  system  composed  of  five  modules  and  integrated  through  the 
CLOSE  marketing  data  base. 

The  CLOSE  marketing  data  base  consists  of  information  on  customers 
and  prospects,  and  of  mailing  lists  purchased  from  external  sources. 
The  CLOSE  data  base  integrates  the  five  modules  of  CLOSE  and 
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provides  on-line  entry,  access,  and  update  of  sales  and  marketing 
account  information,  potential,  and  history. 

The  five  modules  include  the  following: 

. The  CLOSE  Sales  System  maintains  inactive  and  active  accounts 
with  sales  histories,  schedules  sales  call  itineraries,  and 
generates  sales  reports  on  sales  activities,  account  status,  and 
sales  personnel  performance.  The  system  also  maintains  tickler 
files  for  planned  follow-up  activities  and  generates  customized 
and  personalized  follow-up  letters. 

. The  CLOSE  Telemarketing  System  allows  telemarketing 
operators  to  access  the  CLOSE  data  base  on  inbound  calls  for 
account  information  and  sales  histories,  and  on  outbound  calls 
for  prospect  information  records.  Information  on  qualified 
prospects  identified  from  outbound  calls  can  be  electronically 
distributed  to  sales  representatives.  The  system  also  provides 
mailing  list  maintenance  functions. 

. The  CLOSE  Direct  Mail  System  processes  and  arranges  a data 
base  of  demographic  and  sales  history  information.  The  system 
can  merge  external  lists  and  select  specific  subsets  of  customers 
and  prospects  for  targeted  mailings.  Mailing  list  maintenance  is 
on-line. 

. The  CLOSE  Response  System  uses  the  CLOSE  data  base  to 
screen  inquiries  and  accept  source  criteria  and  prospect 
attributes  for  each  inquiry.  The  system  uses  the  lead  quality  to 
fulfill  letter  and  literature  requests,  and  routes  leads  to  the 
appropriate  sales  organization,  telemarketing  group,  or 
distributor. 

. The  CLOSE  Management  System  assists  sales  and  marketing 
managers  in  evaluation  and  planning  of  marketing  programs, 
sales  performance,  and  product  acceptance,  and  in  identifying 
trends  and  patterns. 

CLOSE  operates  on  IBM  370  and  larger  computers  running  DOS, 
OS/VSl,  MVS,  or  OS/MVS/XA  operating  systems,  and  Prime  50  series 
computers  running  the  PRIMOS  operating  system. 

. Teleprocessor  interfaces  for  IBM  equipment  include  CICS  and 
IMS/DC.  The  interface  for  Prime  equipment  is  FORMS. 

. IBM  equipment  uses  VSAM,  IMS,  and  IDMS  data  bases,  while 
Prime  equipment  uses  Codasyl  Network  DBMS. 

Each  module  is  priced  at  $60,000  and  the  CLOSE  data  base  is  priced  at 
$30,000.  A base  system  consisting  of  two  modules  and  the  data  base  is 
priced  at  $150,000. 
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System  support  for  the  first  year  is  approximately  30%  of  the  purchase 
price  of  the  software.  Maintenance  after  the  first  year  is  12%  for 
remote  support  and  15%  for  on-site  support. 

. Support  services  available  include  product  documentation,  on- 
site training,  implementation  assistance,  telephone  and  on-site 
consultation,  system  updates  and  enhancements,  and  customized 
system  development. 


During  1986  Adelie  introduced  CLOSE  in  a network  environment. 
Users  can  access  CLOSE  software  running  on  an  IBM  mainframe  using 
personal  computers  using  MS-DOS  or  the  "C"  language. 

Adelie  is  currently  developing  a version  of  CLOSE  to  operate  in  a 
distributed  processing  environment  based  on  IBM  mainframes  using  a 
UNIX  operating  system. 

INDUSTRY  MARKETS 

• Adelie  derived  1985  revenue  from  across  all  industry  sectors. 

• Adelie  targets  sales  and  marketing  departments  within  companies  that  have 
IBM  mainframes,  primarily  Fortune  1000  companies. 

GEOGRAPHIC  MARKETS 

• Virtually  all  1985  revenue  was  derived  from  the  U.S.  Adelie  management 
expects  to  derive  revenue  from  Canada  in  1986. 

• Adelie's  clients  are  geographically  concentrated  in  the  eastern  half  of  the 
U.S.  Adelie's  direct  sales  force,  centralized  at  headquarters,  markets  to  the 
entire  U.S.  and  Canada. 

COMPUTER  HARDWARE 

• Adelie  maintains  DEC  VAX,  DEC  Micro  VAX,  and  AT&T  3B  series  computers 
at  its  headquarters. 

Adelie  also  uses  an  IBM  mainframe  through  GTE  Data  Services' 
network  for  development. 
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Adobe  Systems  Incorporated 


345  Park  Avenue 

San  Jose,  CA  95110-2704 

Phone:  (408)  536-6000 

Fax:  (408)  536-6799 

Internet:  http://www.adobe.com 

Chairman  & CEO:  John  E.  Warnock 

President:  Charles  M.  Geschke 

Status:  Public 

Employees:  2,226(11/96) 

Revenue:  $786,683,000 

Fiscal  Year  End:  11/29/96 


Key  Points 

• Adobe  Systems  Incorporated  (Adobe) 
develops  and  supports  software  products 
that  enable  people  to  express  and  use 
information  across  all  print  and  electronic 
media. 

• In  June  1997,  Adobe  swept  PC  Expo  product 
awards  with  top  honors  in  ten  categories. 
Many  of  Adobe’s  products,  including  Adobe 
Acrobat,  Illustrator,  PageMaker,  PhotoShop, 
and  Premiere,  received  top  honors  from 
publications  such  as  PC  World,  Windows 
Magazine,  Window  Sources,  and  Web 
Techniques. 


Adobe  House,  Mid  New  Cultins 
Edinburgh  Ehll  4DU 
Scotland,  United  Kingdom 
Phone:  +44  131  453  2211 


Company  Description 

Adobe,  founded  in  1982,  develops,  markets, 
and  supports  computer  software  products  and 
technologies  that  enable  users  to  gather, 
create,  assemble,  and  deliver  information 
electronically,  and  print  around  the  world. 

The  company  licenses  its  technologies  to 
major  computer,  printing,  and  publishing 
suppliers  and  markets  a line  of  application 
software  products  and  type  products  for 
authoring  and  editing  visually  rich 
communication  materials. 

Adobe  was  formed  to  develop  and 
commercialize  applications  for  its  PostScript® 
page-description  language,  which  is  now 
accepted  as  the  worldwide  standard  for 
printing  electronic  documents. 

Adobe’s  flagship  applications  are  Adobe 
PageMaker  for  page  layout,  Adobe  Illustrator 
for  design  and  illustration,  Adobe 

IVA-97 


©INPUT  1997.  Reproduction  prohibited. 


All  brand  names  and  product  names  are  acknowledged  to  be  trademarks  or  registered  trademarks  of  their  owners. 


Page  1 of  9 


INPUT  Vendor  Profile 


PhotoShop^*^  for  image  editing,  Adobe 
FrameMaker™  for  complex  document 
publishing,  and  Adobe  Premiere  for  film 
editing,  video,  and  multimedia  desktop 
production. 

The  Adobe  Acrobat®  family  of  products 
provides  tools  for  creating,  distributing,  and 
accessing  visually  rich  documents  across 
platforms  and  networking  schemes.  Acrobat 
is  also  establishing  an  open,  universal 
standard  for  electronic  publishing. 

Operations  and  Structure 

Adobe  is  headquartered  in  San  Jose  (CA), 
with  primary  manufacturing  facilities  located 
in  Santa  Clara  (CA).  Other  domestic  offices 
are  located  in  Seattle  (WA). 

Adobe  has  international  subsidiaries  as 
follows: 

• Adobe  Systems  Europe  Ltd.  is 
headquartered  in  Edinburgh  (Scotland), 
with  subsidiaries  in  France,  Germany,  Italy, 
the  Netherlands,  Spain,  Sweden,  and  the 
U.K. 

• Adobe  Systems  Co.,  Ltd.  (also  known  as 
Adobe  Systems  Japan)  is  based  in  Tokyo. 

• Adobe  Systems  Pty.,  Ltd.  is  headquartered 
in  Sydney  (Australia)  and  serves  the  Asia/ 
Pacific,  and  Latin  America  markets. 

Company  key  executives  are  listed  in 
Exhibit  1. 


Exhibit  1 

Adobe  Systems  Incorporated 
Key  Executives 


Name 

Title 

John  E.  Warnock 

Chairman  & CEO 

Charles  M.  Geschke 

President 

David  B.  Pratt 

Executive  VP  & COO 

Jack  Bell 

Executive  VP,  CFO,  & CFA 

Robert  A.  Roblin 

Sr.  VP,  Corporate 
Marketing 

Colleen  M.  Poudiot 

VP,  General  Counsel  & 
Secretary 

Ross  A.  Bott 

Sr.  VP  & General  Manager 

Derek  J.  Gray 

Sr.  VP  & General  Manager, 
Abode  Systems  Europe 

Hachiro  Kimura 

President,  Adobe  Systems 
Japan 

Source:  Adobe  Systems 


Employees 

The  company  currently  has  2,525  employees 
worldwide,  including  2,070  located  in  the 
U.S.,  116  in  Japan,  215  in  Europe,  and  124  in 
other  international  locations. 

Company  Strategy 

During  Adobe’s  first  decade,  its  goal  was  to 
provide  software  to  simplify  the  authoring  and 
printing  of  visually  rich  documents.  Today, 
the  company’s  goal  has  grown  to  include  the 
distribution  and  access  of  that  information. 
The  company’s  vision  is  now  to  give  everyone 
the  tools  to  create  and  use  digital  information. 

Traditionally,  Adobe’s  strategy  has  been  to 
have  proprietary  technology  and  develop 
applications  for  it.  However,  Adobe’s  strategy 
has  changed,  and  the  company  is  currently 
establishing  an  open  standard  for  electronic 
publishing  with  Acrobat.  Recently,  the 
company  has  announced  an  enhanced  version 
of  Acrobat  that  will  enable  companies  to 
incorporate  Acrobat  technology  into  their 
software  and  services  for  Internet  users. 
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Adobe  is  maintaining  its  strategy  of 
developing  tightly  integrated  products  with 
common  features  and  functionality.  The 
company  is  committed  to  offering  cross- 
platform implementations  of  its  application 
products,  in  an  effort  to  give  users  maximum 
choice  and  compatibility.  The  company  plans 
to  continue  to  offer,  develop,  and  expand  on  its 
Web-based  authoring  software. 

In  the  next  few  years,  Adobe  plans  to  develop 
more  powerful  and  creative  capabilities  to 
entice  users  of  Windows  95  and  Windows  NT. 

Acquisitions/Divestitures 

Acquisitions 

During  1996,  1995,  and  1994,  the  company 
acquired  six  software  companies,  in  separate 
transactions,  for  an  aggregate  consideration  of 
approximately  $54.3  million  in  cash,  notes 
payable,  and  the  assumption  of  certain 
liabilities. 

Exhibit  2 


Divestitures 

In  January  1996,  Adobe  spun  off  its  prepress 
applications  product  business  to  a newly 
established  company.  Luminous  Corporation. 

• Luminous  will  continue  to  develop,  market, 
and  distribute  Adobe’s  prepress  application 
products. 

• Adobe  will  retain  a minority  equity  interest 
in  Luminous  and  will  maintain  ownership  of 
certain  core  technologies  for  Adobe  prepress 
products. 

Financials 

Total  fiscal  1996  revenue  reached  $786.6 
million,  a 3%  increase  over  1995  revenue  of 
$762.3  million.  Net  income  rose  64%,  from 
$93.5  million  in  1995  to  $153.3  million  in 
1996.  A five-year  financial  summary  is  shown 
in  Exhibit  2. 


Adobe  Systems  Incorporated 
Five-Year  Worldwide  Financial  Summary 
(SMillions  except  per-share  and  per-employee  data) 


Fiscal  Year 

Item 

11/96 

11/95 

11/94 

11/93 

11/92 

Revenue 

$786.6 

$762.3 

$675.6 

$580.1 

$520.0 

• Percent  change  from 
previous  year 

3% 

13% 

16% 

12% 

15% 

Income  before  taxes 

$244.8 

$163.9 

$52.9 

$72.4 

$90 

• Percent  change  from 
previous  year 

49% 

210% 

(27%) 

(20%) 

(27%) 

Net  income 

$153.3 

$93.5 

$15.3 

$42.0 

$57.7 

• Percent  change  from 
previous  year 

64% 

511% 

(64%) 

(27%) 

(27%) 

Revenue  per  employee 

$353,407 

$328,719 

N/A 

N/A 

N/A 

Earnings  per  share 

$2.04 

$1.26 

$.22 

$.62 

$0.84 

• Percent  change  from 
previous  year 

62% 

473% 

(65%) 

(26%) 

(28%) 

Source:  Adobe  Systems 
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Research  and  development  expenditures  were 
approximately  $152.9  million  (19%  of  revenue) 
in  1996,  compared  to  $138.6  million  (18%  of 
revenue)  in  1995  and  $113.8  million  (17%  of 
revenue)  in  1994. 

Interim  Results 

Revenue  for  the  six  months  ending  May  31, 
1997  reached  $398  million,  a 5%  increase  over 
$378.3  million  for  the  same  period  in  1996. 
Net  income  for  the  period  fell  22%  from  $71.4 
million  in  1995  to  $55.7  million  in  1996. 

Revenue  Analysis  by  Product/Service 
Mode 

Approximately  75%  of  Adobe’s  fiscal  1996 
revenue  was  derived  from  application 
products  and  25%  from  licensing. 

Marketing  and  Sales 

Adobe  provides  software  and  type  products  to 
the  corporate,  government,  commercial 
publishing,  entertainment  and  multimedia, 
and  education  markets. 


Geographic  Markets 

Including  eliminations  approximately  67%  of 
Adobe’s  fiscal  1996  revenue  was  derived  from 
the  U.S.,  17%  from  Europe,  and  22%  from 
Asia/Pacific. 

Exhibit  3 displays  a three-year  geographic 
source  of  revenue  summary,  as  reported  by 
Adobe. 

• The  Americas  operations  include  licensing 
revenue,  which  is  recognized  on  a worldwide 
basis,  in  addition  to  revenue  and  results  of 
operations  in  North  America,  South 
America,  Mexico,  and  Latin  America. 

• European  operations  primarily  include 
subsidiaries  in  the  Netherlands,  the  U.K., 
France,  Germany,  and  Sweden. 

• Pacific  Rim  operations  include  subsidiaries 
in  Japan  and  Australia. 


Exhibit  3 


Adobe  Systems 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Geographic  Market 

Fiscal  Year 

11/96 

11/95 

11/95 

Revenue 

S 

Percent 
of  Total 

Revenue 

S 

Percent 
of  Total 

Revenue 

$ 

Percent 
of  Total 

North  America 

$526.3 

67% 

$533.3 

70% 

$494.5 

73% 

Europe 

134.9 

17% 

134.0 

18% 

124.3 

18% 

Asia/Pacific 

176.5 

22% 

107.4 

14% 

72 

11% 

Eliminations 

(51.1) 

(6%) 

(12.3) 

(2%) 

(15.2) 

(2%) 

Total 

$786.6 

100% 

$762.3 

100% 

$675.6 

100% 

Source:  Adobe  Systems 
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Key  Products  and  Services 

Adobe’s  products  are  based  on  the  PostScript 
language,  which  serves  as  the  foundation  for  a 
family  of  products  used  to  created,  view, 
exchange,  and  print  documents  on  a wide 
range  of  systems.  Adobe  attempts  to  provide 
comparable  feature  sets  in  the  Windows, 
Macintosh,  and  UNIX  environments,  and  to 
increase  cross-product  compatibility  and 
extendibility. 

Adobe’s  application  and  printing  and  systems 
products  arc  shown  in  Exhibit  4 on  the 
following  page. 

Customer  Support  and  Education 

Support  service.'^  provided  by  Adobe  include 
telephone  and  on-line  technical  support  and 
services. 

Adobe  CustomerFirst^  provides 
complimentary  and  fee-based  service  options: 

• Complimentary  support — person-to-person 
support  for  registered  Adobe  products, 
offered  for  a period  of  time  that  begins  with 
the  first  call 

- The  length  of  the  complimentary  support 
period  depends  on  whether  the  product  is 
a first-time  purchase  or  an  upgrade,  and 
whether  the  product  is  classified  as  Level  I 
or  Level  II. 

- For  first- time  purchases  of  an  Adobe 
product.  Level  I products  receive  support 
for  one  incident;  Level  II  products  receive 
90  days  of  support. 

- For  product  upgrade  purchases.  Level  I 
products  receive  support  for  one  incident; 


Level  II  products  receive  30  days  of 
support. 

• Free  automated  support — 24-hour-a-day 
automated  technical  information  accessed 
by  e-mail,  fax,  modem,  on-line  service,  or  the 
Internet 

• Pay-As-You-Go  support — provided  by 
technical  specialists 

- 900-number  access  charges  the  user’s 
phone  bill  at  a rate  of  $2  per  minute  for 
Windows  and  Macintosh  products,  and  $3 
per  minute  for  UNIX  products. 

- Flat-fee-per-incident  charges  are  charged 
to  the  user’s  credit  card  at  the  rate  of  $25 
per  incident  for  Windows  or  Macintosh 
products,  and  $40  per  incident  for  UNIX 
products. 

• Alliance  Annual  Support  programs — annual 
agreements  for  individuals  and  workgroups 
providing  one  year  of  priority,  toll-free 
assistance  for  all  Adobe  products 

• Adobe  also  has  a bimonthly  publication 
called  the  Adobe  Magazine  and  a series  of 
how-to  books  published  by  the  Adobe  Press. 

Adobe  Customer  Service  provides  sales  and 

service  issue  support  via  phone,  fax,  or  mail. 

• Adobe  prepares  and  authorizes  independent 
trainers  to  teach  Adobe  software  classes, 
sponsors  workshops  led  by  its  own  graphics 
staff,  interacts  with  independent  user 
groups,  and  conducts  seeding  and  testing 
programs. 
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Exhibit  4 

Adobe  Systems  Products 


Product 

Description 

internet  Pubiishing  Products 

- Adobe  Pagemill™ 

Allows  the  individual  to  create  pages  for  the  WWW. 

- Adobe  SiteMill® 

An  efficient  and  intuitive  way  to  manage  Web  sites. 

- Adobe  Acrobat® 

Universal  creation,  distribution,  and  viewing  tool  for  portable  electronic 

documents.  Allows  everyone  on  intranet  to  share  business  information, 
etc.  Adobe  Acrobat  3.0  contains  components  of  previous  Acrobat 
products,  such  as  Acrobat  Exchange^'^,  Acrobat  Distiller'^^",  Acrobat 
Catalog™,  and  PDF  Writer. 

- Adobe  Acrobat  Capture™ 

Document  imaging  for  converting  printed  “legacy”  documents  into  PDF  files. 

Graphics  & Layout  Products 

- Adobe  Illustrator™ 

Software  that  enables  the  user  to  design  for  multimedia,  printing,  and  the 
WWW.  Create  artwork,  layouts  for  packages,  brochures,  ads,  Web 
pages,  and  more. 

- Adobe  Streamline™ 

Software  that  allows  the  user  to  scan  any  sketch  and  have  It  converted  to 
editable  line  art. 

- Adobe  Dimensions® 

Used  to  create  three-dimensional  design. 

- Adobe  Photoshop™ 

Photo  design  and  production  software  for  prepress,  publishing,  graphics,  and 
photography  professionals. 

- Adobe  PageMaker™ 

Leading  professional  page  layout  software  for  documents  with  varied 
graphics  content.  Includes  color,  page  design,  printing,  and 
compatibility  features. 

Technicai  Pubiishing  Products 

- Adobe  FrameMaker 

Allows  the  user  to  write,  design,  and  electronically  distribute  an  important 
document  by  assembling  text  and  images  from  everyone  in  a 
workgroup.  Combines  word  processing,  page  layout,  graphics,  color 
features,  and  on-line  distribution  capabilities. 

- Adobe  FrameMaker+SGML™ 

Integrates  SGML  authoring  and  pubiishing  tools. 

- Adobe  FrameViewer® 

For  electronic  display  of  Adobe  FrameMaker  documents. 

- Adobe  FrameViewer 

Available  as  an  add-on  to  Adobe  FrameMaker  and  FrameViewer,  it  offers 

RetrievalTool 

users  powerful  cross-document,  full-text  search  capabilities  with  large 
document  collections. 

Video  and  Muitimedia  Products 

- Adobe  Persuasion® 

For  producing  and  managing  slide,  overhead,  and  on-screen  presentations. 

- Adobe  Premiere™ 

Software  for  editing  film,  video,  and  multimedia  productions  on  the  desktop. 

- Adobe  After  Effects™ 

Lets  one  produce  professional-quality  composites,  smooth  2-D  animations 
and  elaborate  special  effects. 

Consumer  Products 

- Adobe  PhotoDeluxe™ 

For  enhancing  and  personalizing  photos. 

Exhibit  4 (cont.) 
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Exhibit  4 (cont.) 


Adobe  Systems  Products  (cont.) 


Product 

Description 

Type  Products 

- Adobe  Type  Manager  Deluxe© 

Allows  clean  text  on  screen  and  in  print,  by  smoothing  out  the  jagged  edges 
and  improving  the  print  quality.  Makes  managing  all  Type  1 and 
TrueType  1 font  easy. 

- Adobe  Type  Reunion  Deluxe 

Allows  complete  control  of  the  font  menu. 

- Adobe  Type  On  Call 

Allows  the  consumer  to  buy  typefaces  from  the  Adobe  Type  Library. 

- Adobe  Font  Folio 

The  complete  Adobe  Type  Library  of  over  2,100  typefaces,  ready  to  use. 

- Adobe  Type  Basics 

A set  of  over  65  popular  typefaces. 

Printing  and  System  Products 

- Adobe  PostScript 

Imaging  language  that  delivers  quality  output,  cross-platform  compatibility, 
and  top  performance  for  printing  devices. 

- Adobe  PrintGear 

High-quality  printing  for  small  office/home  and  workgroup  environments. 

- Adobe  Supra 

Integrates  Adobe  PostScript  and  the  Portable  Document  Format  (PDF)  for 
high-performance  prepress  and  production  printing  environments. 

Source:  Adobe  Systems 


Marketing  and  Sales 

Adobe  markets  and  distributes  its  products 
through  its  direct  sales  force  as  well  as 
through  retailers,  systems  integrators, 
software  developers,  VARs,  OEMs,  and 
hardware  bundle  customers. 

Adobe’s  international  subsidiaries,  Adobe 
Systems  Europe  Ltd.  and  Adobe  Systems 
Co.,  Ltd.,  provide  support  for  the  company’s 
worldwide  distribution  network  and  end- 
user  customers. 

Applications  products  are  marketed  through 
retail  and  distribution  channels;  however, 
they  are  becoming  more  widely  distributed 
through  VARs  and  systems  integrators. 

Printing  and  systems  products  are  licensed 
and  distributed  through  OEM  customers. 

Adobe  has  more  than  6,000  resellers  in  the 
U.S.  and  Canada,  and  more  than  300 
distributors  throughout  Europe  and  the 
Pacific  Rim. 


Clients 

A sampling  of  Adobe’s  clients,  by  market, 
include: 

Corporate — First  Call  Corporation,  Florida 
Power  & Light  Company,  Clement  Mok 
Designs,  and  Tandem  Computers,  Inc. 

Government — Internal  Revenue  Service,  the 
Centers  for  Disease  Control  and  Prevention, 
the  Department  of  Defense,  and  the 
Department  of  the  Navy 

Professional  Publishing — Bennett  Peji 
Design,  Rnight-Ridder  Tribune  Graphics 
Network,  Medical  Economics  Company,  Der 
Spiegel  (German  newsweekly),  Bosch  & 
Keuning  (Dutch  printing  and  publishing 
group),  and  leones  (French  magazine) 

Entertainment  and  Multimedia — Dream 
Quest  Images,  Schock  Entertainment  of 
New  York,  and  WIVB  TV  (NY) 

Education — The  Wharton  School  of  the 
University  of  Pennsylvania,  Virginia  Tech’s 
Department  of  Chemical  Engineering, 
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Cornwall  High  School  (NY),  and  the  Royal 
College  of  Art  (London) 

Alliances 

Adobe  has  developed  alliances  with  various 
companies,  including  AT&T  Corp.,  IBM 
Corp.,  Xerox  Corp.,  and  Netscape 
Communications  Corp. 

• Adobe  is  a partner  in  the  Adobe  Press,  a 
joint  venture  with  Macmillan  Computer 
Publishing  that  publishes  how-to  books. 

• In  June  1997,  Adobe  and  HAHT  Software 
collaborated  on  integrating  the  Adobe 
Acrobat  3.0  forni.<  technology  with 
HAHTsite.  Thi.^  will  give  developers  the 
capability  to  create  dynamic  and  visually 
rich,  mission-critical  Web  applications 
with  high-quality  forms-based  interfaces 
in  the  Portable  Document  Format. 

• Also  in  June  1997,  Adobe  announced  a 
seamless  intranet  publishing  solution 
developed  through  a joint  effort  with 
Hewlett-Packard  and  Microsoft.  This  will 
be  the  industry’s  first  one-step  scan-to- 
Web  system  that  will  deliver  scanned 
documents  directly  to  commercial 
intranets  and  the  Internet. 

• In  April  1997,  Adobe  entered  into  a 
relationship  with  Microsoft  to  develop 
Adobe’s  PostScript  driver.  This  driver 
ensures  the  broadest  available  printing 
compatibility  for  Windows  NT.  The  single 
Adobe  PostScript  driver  will  provide 
Windows  NT  users  with  access  to  the 
highest  quality  PostScript  printer  driver, 
ensuring  digital  content  prints  reliably 
and  fast. 

• In  February  1997,  Adobe  announced  that 
it  was  working  closely  with  Storm 
Technology  in  an  effort  to  find  better 
solutions  for  digital  imaging. 


• Also  in  February  1997,  Adobe  announced 
that  its  software  would  be  included  with 
Minolta’s  new  Dimage  V digital  cameras 
and  with  Konica’s  Q-EZ  digital  cameras. 

• In  May  1996,  Adobe  and  AT&T  announced 
an  agreement  to  provide  AT&T’s 
WorldNet^'^  Service  customers  with 
personal  publishing  capabilities  on  the 
WWW.  Under  the  agreement,  AT&T  will 
license  and  distribute  Adobe  products  for 
AT&T’s  value-added  Internet  access 
service. 

• In  May  1996,  Adobe  and  Microsoft 
announced  a collaborative  effort  to  provide 
a new  universal  font  format  called 
OpenType^"^,  which  will  combine  the 
leading  TrueType®  and  Type  1 font 
technologies  of  Adobe. 

Competition 

Adobe’s  competitors  are  as  follows: 

Printing  and  System  Products 
Adobe  PostScript  and  PrintGear  software 
face  competition  form  Hewlett-Packard’s 
LaserJet  product  family  and  from  PostScript 
language  clone  developers,  including  Xionics 
and  Harlequin. 

Application  Products 

Desktop  publishing — Interleaf  Inc.,  Serifs 
Page  Plus,  and  Microsoft’s  Publisher 

PageMaker  Windows  version — Software 
from  Venture  Publisher  and  Quark  Inc.’s 
QuarkXPress  for  Windows 

PageMaker  Macintosh  version — Quark  Inc.’s 
QuarkXPress 

FrameMaker  for  Windows  and  Macintosh — 
Software  from  Venture  Publisher  and  Quark 
Inc.’s  QuarkXPress  for  Windows 
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FrameMaker  in  the  UNIX  environment- 
interleaf  for  technical  publishing  and 
WordPerfect  and  Applix  for  nontechnical 
publishing 

Illustrator  for  Windows  and  Macintosh— 
Macromedia’s  Freehand,  CorelDraw,  and 
Deneba  Canvas 

Photoshop — Micrografx  Picture  Publisher 
and  Fractal  Design  Painter  X2 

Video  editing:  Premiere  for  Windows  and 
Macintosh — VideoStudio  from  U-Lead, 
Digital  Video  Producer  from  Asymetrix, 
MediaMerge  from  ATI,  Razor  from  Inrsync, 
and  VideoShop  from  Avid 

Special  effects:  After  Effects — Software 
from  Parallax  and  Discreet  Logic,  and 
dedicated  hardware  from  Quantel 

Business  presentations:  Persuasion  for 
Windows  and  Macintosh — Microsoft’s 
PowerPoint,  Software  Publishing’s  Harvard 
Graphics  for  Windows,  and  Lotus’  Freelance 
Graphics  for  Windows 

Internet  publishing:  PageMill  and 
SiteMill — Front  Page  for  Windows  from 
Vermeer  Technologies  (acquired  by 
Microsoft  Corporation  in  January  1996), 
MaviPress  from  Navisoft  (a  division  of 
America  Online),  and  Netscape  Navigator 
Gold  and  LiveWire  from  Netscape 


Electronic  document  communication: 
Acrobat — Common  Ground  from 
Hummingbird,  Replica  from  Farallon,  and 
Envoy,  recently  sold  to  Corel  by  Novell 

Printing  and  Systems 

PostScript  interpreter — Hewlett-Packard’s 
LaserJet  product  family 

Display  PostScript  system — QuickDraw  in 
Macintosh,  GDI  in  Windows,  and  GPI  in 
OS/2 

PostScript  language  clone  developers, 
including  Xionics  and  Harlequin 

INPUT  Assessment 

Adobe’s  strengths  include: 

• Market-leading  products  for  content 
creation,  print  publishing,  and  the 
Internet 

• Technology  and  market  leadership  in 
printing — from  small  office/home  office  to 
high  end,  including  new  solutions  for 
Internet  printing 

• Excellent  products,  which  are  becoming 
more  and  more  user  friendly 

The  major  challenge  faced  by  the  company  is 
the  increasing  competition  from  various 
companies  as  the  market  expands. 
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Chairman  & CEO:  John  E.  Warnock 

President:  Charles  M.  Geschke 

1585  Charleston  Road 
Mountain  View,  CA  94043-1225 
Phone:  (415)961-4400 

Fax:  (415)961-3769 

Internet:  http://www.adobe.com 


Status;  Public 

Employees:  2,200  (5/96) 

Revenue:  $762,339,000 

Fiscal  Year  End;  (1 2/1  /95) 


Key  Points 

• Adobe  Systems  Incorporated  (Adobe)  is  the 
world’s  third  largest  personal  computer 
company,  by  revenue.  The  company 
develops  and  supports  applications  software 
and  t3rpe  products,  and  offers  integrated 
software  solutions  to  businesses  of  all  sizes. 

• In  May  1996,  at  the  company’s  “Improving 
Net  Expectations”  event,  Adobe  made 
several  strategic  and  new  product 
annoimcements ; 


- The  company  revealed  its  three-part  plan 
for  improving  the  Internet  experience, 
focusing  on  creation  tools,  printing 
solutions,  and  the  creation  of  Internet 
standards. 

- Adobe  announced  the  formation  of  a new 
unit  to  target  the  development  and 
marketing  of  Internet  technologies  and 
products.  The  new  unit  is  headed  by  John 
Kunze,  formerly  the  Vice  President  of 
Graphics  and  Publishing  Products. 

- Adobe  introduced  Bravo^"^,  a portable  2-D 
imaging  model  based  on  the  company’s 
PostScript®  imaging  model. 

- The  company  announced  its  plan  to  enter 
the  interactive  authoring  market  with 
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Vertigo,  an  editing  and  player  technology 
for  the  World  Wide  Web  and  CD  ROM 
content  development. 

- Adobe  announced  availability  of  the  Web 
Presenter™  prototype,  a technology  for 
creating  and  publishing  integrated 
presentation  over  the  Internet. 

• In  May  1996,  JavaSoft,  an  operating 
company  of  Sun  Microsystems  Inc., 
announced  its  intention  to  license  Bravo  for 
inclusion  into  the  Java  platform. 

• In  January  1996,  Adobe  spun  off  its  prepress 
applications  product  business  to  a newly 
established  company.  Luminous 
Corporation. 

• In  October  1995,  Adobe  acquired  Frame 
Technology  Corporation,  a developer  of 
writing  and  publishing  software. 

• In  October  1995,  Adobe  also  purchased 
Ceneca  Communications,  Inc.,  a publisher  of 
World  Wide  Web  site  creation  tools, 
including  PageMilF'^  and  SiteMilF"^. 

• During  1995,  Adobe  entered  the  HTML- 
authoring  market  with  the  newly  acquired 
software  tools  from  Ceneca. 

• In  August  1994,  Adobe  acquired  Aldus 
Corporation,  developer  of  the  PageMaker^'^ 
page  layout  program  and  other  software 
applications  for  the  professional  publishing, 
graphics,  and  prepress,  interactive 
publishing,  and  consumer  markets. 

Company  Description 

Adobe  Systems  Incorporated,  founded  in  1982, 

develops,  markets,  and  supports  computer 

software  products  and  technologies  that 


enable  users  to  create,  display,  print,  and 
communicate  electronic  doctunents. 

Adobe  was  formed  to  develop  and 
commercialize  applications  for  its  PostScript® 
page-description  language,  which  is  now 
accepted  as  the  worldwide  standard  for 
printing  electronic  documents. 

Adobe’s  flagship  applications  are  Adobe 
PageMaker  for  page  layout,  Adobe  Illustrator 
for  design  and  illustration,  Adobe  Photoshop^*^ 
for  image  editing,  Adobe  FrameMaker^®^  for 
complex  document  publishing,  and  Adobe 
Premiere  for  film  editing,  video,  and 
multimedia  desktop  production. 

The  Adobe  Acrobat®  family  of  products 
provides  tools  for  creating,  distributing,  and 
accessing  visually  rich  documents  across 
platforms  and  networking  schemes.  Acrobat  is 
also  establishing  an  open,  universal  standard 
for  electronic  publishing. 

Organization  and  Structure 

Adobe  is  headquartered  in  Mountain  View 
(CA),  with  primary  manufacturing  facilities 
located  in  Santa  Clara  (CA).  Other  domestic 
offices  are  located  in  Seattle  (WA)  and  San 
Jose  (CA). 

Adobe  has  international  subsidiaries  as 
follows: 

• Adobe  Systems  Europe  Ltd.  is 
headquartered  in  Edinburgh  (Scotland), 
with  subsidiaries  in  France,  Germany,  Italy, 
the  Netherlands,  Spain,  Sweden,  and  the 
U.K. 

• Adobe  Systems  Co.,  Ltd.  is  based  in  Tokyo, 
with  operations  in  Australia,  Hong  Kong, 
and  Mexico. 
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Company  Strategy 

During  Adobe’s  first  decade,  its  goal  was  to 
provide  software  to  simplify  the  authoring  and 
printing  of  visually  rich  dociunents.  Today, 
the  company’s  goal  has  grown  to  include  the 
distribution  and  access  of  that  information. 
The  company’s  vision  is  now  to  give  everyone 
the  tools  to  create  and  use  digital  information. 

John  Warnock,  CEO  of  Adobe,  believes  Adobe 
Systems  could  create  the  standard  for 
publishing  information  on  the  Internet.  In 
1995,  the  company  moved  toward  this  goal 
with  the  acquisitions  of  Frame  Technology 
Corp.  and  its  Standard  Generalized  Markup 
Language  (SGML),  and  Ceneca 
Communications,  with  its  PageMill  and 
SiteMill  Web-developing  tools. 

In  May  1996,  Adobe  announced  its  three-part 
plan  for  improving  the  Internet  experience. 

The  company’s  Internet  focus  will  be  on  new 
media  authoring  tools,  expanding  capabilities 
for  improving  Internet  printing  and 
information  distribution  , and  driving  graphics 
standards  for  the  Internet,  such  as  the 
recently  introduced  Bravo. 

Traditionally,  Adobe’s  strategy  has  been  to 
have  proprietary  technology  and  develop 
applications  for  it.  However,  Adobe’s  strategy 
has  changed,  and  the  company  is  currently 


establishing  an  open  standard  for  electronic 
publishing  with  Acrobat.  Recently,  the 
company  has  announced  an  enhanced  version 
of  Acrobat  that  will  enable  companies  to 
incorporate  Acrobat  technology  into  their 
software  and  services  for  Internet  users. 

Financials 

Adobe’s  1995  fiscal  revenue  reached  $762.3 
million,  an  increase  of  13%  over  revenue  of 
$675.6  mhlion  the  prior  year.  Net  income  was 
$93.5  million  in  1995,  as  compared  to  net 
income  of  $15.3  million  in  1994. 

A five-year  financial  summary  is  shown  on  the 
following  page. 

Fiscal  1995  revenue  growth  is  attributed  to 
increases  in  both  licensing  activity  related  to 
the  PostScript  interpreter  and  increases  in 
application  products  revenue  as  a result  of 
new  and  enhanced  product  releases. 

Product  unit  volume  (as  opposed  to  price) 
growth  was  cited  as  the  principal  factor  in  the 
application  products’  revenue  growth. 

Research  and  development  expenditures  were 
approximately  $138.6  million  in  fiscal  1995, 
compared  to  $113.8  million  and  $100.2  million 
in  fiscal  years  1994  and  1993,  respectively. 
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Adobe  Systems  Incorporated 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

11/95 

11/94 

11/93 

11/92 

11/91 

Revenue  (a) 

$762.3 

$675.6 

$580.1 

$520.0 

$452.1 

• Percent  change  from 
previous  year 

13% 

16% 

12% 

15% 

N/A 

Income  before  taxes 

$163.9 

$52.9 

$72.4 

$90.0 

$123.4 

• Percent  change  from 
previous  year 

210% 

(27%) 

(20%) 

(27%) 

N/A 

Net  income  (b) 

$93.5 

$15.3 

$42.0 

$57.7 

$78.7 

• Percent  change  from 
previous  year 

511% 

(64%) 

(27%) 

(27%) 

N/A 

Earnings  per  share  (c) 

$1.26 

$0.22 

$0.62 

$0.84 

$1.17 

• Percent  change  from 
previous  year 

473% 

(65%) 

(26%) 

(28%) 

N/A 

(a)  Figures  have  been  restated  to  reflect  the  acquisitions  of  Frame  and  Aldus  in  1995  and  1994,  respectively. 

(b)  Reflects  acquisition-related  costs  of  $46.5  million  and  $87.7  million  in  1995  and  1994,  respectively. 

(c)  Reflects  adjustment  for  a two-for-one  stock  split  effective  July  1993. 


Revenue  Analysis  by  Product ! Service 
Adobe’s  fiscal  1995  application  products 
revenue  grew  to  $578.9  million  in  fiscal  1995, 
an  increase  of  12%  over  application  products 
revenue  of  $519  million  in  fiscal  1994.  The 
company’s  product  group  licensing  revenue 
was  $183.4  million,  an  increase  of  17%  over 
revenue  of  $156.7  million  during  the  previous 
year. 

A three-year  source  of  revenue  summary  is 
shown  on  the  following  page. 

• Application  product  revenue  growth  was 
attributed  primarily  to  increased  demand  for 
Adobe  Photoshop,  Adobe  PageMaker,  and 
the  Adobe  Acrobat  family  of  products. 

• Application  product  revenue  increases  were 
partially  offset  by  the  divestiture  of  Aldus 
FreeHand  in  January  1995  and  the 


discontinuance  of  Aldus  PhotoStyler^*^  in 
late  1994.  These  two  products  aggregated 
$53.2  million  of  revenue  in  1994. 

• In  fiscal  1995,  the  number  of  licensing  units 
shipped  by  OEMs  continued  to  grow. 
However,  some  printers  were  sold  at  reduced 
prices,  resulting  in  lower  royalties  per  unit 
to  Adobe. 

• This  trend  was  offset  by  increased  demand 
for  Configurable  PostScript  Interpreter 
(CPSI)  and  for  color  capability,  as  well  as 
greater  penetration  into  the  Japanese 
market,  all  of  which  result  in  higher 
royalties  per  unit. 

• Adobe  believes  the  increase  in  the  number  of 
OEM  customers  from  which  it  is  receiving 
licensing  revenue  is  attributable  to  the 
continued  acceptance  of  PostScript  software. 
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Adobe  Systems  Incorporated 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Application  products 

$578.9 

75.9% 

$519.0 

76.8% 

$433.9 

74.8% 

Licensing 

$183.4 

24.1% 

$156.6 

23.3% 

$146.2 

25.2% 

Total 

$762.3 

100% 

$675.6 

100% 

$580.1 

100% 

Interim  Results 

Revenue  for  the  three  months  ending  March  1, 
1996  was  $193.6  million,  an  increase  of  2% 
over  revenue  of  $188.8  million  during  the 
same  period  the  previous  year.  Net  income 
was  approximately  $33.7  million,  compared  to 
$36.1  million  during  the  same  period  in  fiscal 
1995. 

• Licensing  revenue  for  the  quarter  was  $46.9 
million,  compared  to  $46.3  million  during 
the  same  period  in  fiscal  1995. 

• Application  product  revenue  was  $146.7 
million,  compared  to  $142.5  million  during 
the  same  period  the  previous  year. 

• Sales  of  Adobe  Acrobat  and  the  company’s 
new  Internet  tools,  Adobe  PageMill  and 
SiteMill,  were  strong  during  the  period, 
reflecting  new  market  opportunities  for  the 
company  related  to  the  Internet. 

Market  Financials 

Adobe  provides  software  and  type  products  to 
the  corporate,  government,  commercial 


publishing,  entertainment  and  multimedia, 
and  education  markets. 

Geographic  Markets 

Approximately  50%  of  Adobe’s  1995  revenue 
was  derived  from  U.S.  application  revenue  and 
the  remaining  50%  from  international  sources. 

A three-year  geographic  source  of  revenue 
summary,  as  reported  by  Adobe,  is  shown  on 
the  following  page. 

• The  Americas  operations  include  licensing 
revenue,  which  is  recognized  on  a worldwide 
basis,  in  addition  to  revenue  and  results  of 
operations  in  North  America,  South 
America,  Mexico,  and  Latin  America. 

• European  operations  primarily  include 
subsidiaries  in  the  Netherlands,  the  U.K., 
France,  Ger-many,  and  Sweden. 

• Pacific  Rim  operations  include  subsidiaries 
in  Japan  and  Australia. 
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Adobe  Systems  Incorporated 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscai  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Totai 

Revenue 

$ 

Percent  of 
Totai 

Revenue 

$ 

Percent  of 
Totai 

The  Americas  (a) 

$533.3 

70% 

$494.5 

73% 

$434.1 

75% 

Europe 

134.0 

18% 

124.3 

18% 

118.9 

20% 

Pacific  Rim 

107.3 

14% 

72.0 

11% 

51.5 

9% 

Eiiminations 

(12.3) 

(2%) 

(15.2) 

(2%) 

(24.4) 

(4%) 

Totai 

$762.3 

100% 

$675.6 

100% 

$580.1 

100% 

(a)  Includes  licensing  revenue,  which  is  recognized  on  a worldwide  basis,  in  addition  to  revenue  and  results  of 
operations  in  North  America,  South  America,  Mexico,  and  Latin  America. 


Acquisitions  and  Divestitures 

In  January  1996,  Adobe  spun  ofF  its  prepress 
applications  product  business  to  a newly 
established  company,  Liiminous  Corporation. 

• Luminous  will  continue  to  develop,  market, 
and  distribute  Adobe’s  prepress  application 
products. 

• Adobe  will  retain  a minority  equity  interest 
in  Luminous  and  will  maintain  ownership  of 
certain  core  technologies  for  Adobe  prepress 
products. 

In  October  1995,  Adobe  acquired  Frame 
Technology  Corporation,  exchanging 
approximately  8.5  million  shares  of  Adobe’s 
common  stock  for  all  of  Frame’s  outstanding 
common  stock. 

• Frame  Technology  developed,  marketed,  and 
supported  writing  and  publishing  software 
for  the  creation  and  distribution  of  critical 
business  and  technical  documents. 

• The  acqmsition  was  accounted  for  as  a 
pooling  of  interests. 


In  October  1995,  Adobe  acquired  Palo  Alto 
(CA)-based  Ceneca  Communications  Inc.,  a 
start-up  company  that  publishes  Web 
authoring  and  site  management  tools.  The 
terms  of  the  agreement  were  not  disclosed. 

• Included  in  the  acquisition  were  Ceneca’s 
PageMill  and  SiteMill  Web  development 
tools. 

• These  additions  are  expected  to  add  strength 
to  Adobe’s  existing  Acrobat  and  Portable 
Document  Format  (PDF)  electronic- 
publishing  software,  and  will  allow  Adobe  to 
offer  a full  suite  of  Web-publishing  solutions. 

Employees 

As  of  December  29,  1995,  Adobe  had  2,319 
employees. 

Currently,  the  company  has  2,200  employees. 

Key  Products  and  Services 

Adobe’s  products  are  based  on  the  PostScript 
language,  which  serves  as  the  foundation  for  a 
family  of  products  used  to  created,  view, 
exchange,  and  print  documents  on  a wide 
range  of  systems.  Adobe  attempts  to  provide 
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comparable  feature  sets  in  the  Windows, 
Macintosh,  and  UNIX  environments,  and  to 
increase  cross-product  compatibility  and 
extendibility. 

Adobe’s  Application  and  Printing  and  Systems 
products  are  shown  in  the  Exhibit  on  the 
following  page. 

Customer  Support  and  Education 

Support  services  provided  by  Adobe  include 
telephone  and  on-line  technical  support  and 
services. 

Adobe  CustomerFirst®  provides 
complimentary  and  fee-based  service  options: 

• Complimentary  support — person-to-person 
support  for  registered  Adobe  products, 
offered  for  a period  of  time  that  begins  with 
the  first  call. 

- The  length  of  the  complimentary  support 
period  depends  on  whether  the  product  is  a 
first-time  purchase  or  an  upgrade,  and 
whether  the  product  is  classified  as  Level  I 
or  Level  II. 

- For  first-time  purchases  of  an  Adobe 
product.  Level  I products  receive  support 
for  one  incident;  Level  II  products  receive 
90  days  of  support. 

- For  product  upgrade  purchases.  Level  I 
products  receive  support  for  one  incident; 
Level  II  products  receive  30  days  of 
support. 


• Free  automated  support — 24-hour-a-day 
automated  technical  information  accessed  by 
E-mail,  fax,  modem,  on-line  service,  or  the 
Internet 

• Pay-As-You-Go  support — provided  by 
technical  specialists 

- 900-number  access  charges  the  user’s 
phone  bill  at  a rate  of  $2  per  minute  for 
Windows  and  Macintosh  products,  and  $3 
per  minute  for  UNIX  products. 

- Flat-fee-per-incident  charges  are  charged 
to  the  user’s  credit  card  at  the  rate  of  $25 
per  incident  for  Windows  or  Macintosh 
products,  and  $40  per  incident  for  UNIX 
products. 

• Alliance  Annual  Support  programs — annual 
agreements  for  individuals  and  workgroups 
providing  one  year  of  priority,  toll-free 
assistance  for  all  Adobe  products 

• Adobe  also  has  a bimonthly  publication 
called  the  Adobe  Magazine  and  a series  of 
how-to  books  published  by  the  Adobe  Press. 

Adobe  Customer  Service  provides  sales  and 
service  issue  support  via  phone,  fax,  or  mail. 

Adobe  prepares  and  authorizes  independent 
trainers  to  teach  Adobe  software  classes, 
sponsors  workshops  led  by  its  own  graphics 
staff,  interacts  with  independent  user  groups, 
and  conducts  seeding  and  testing  programs. 
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Exhibit 

Adobe  Systems  Products 


Product 

Description 

Application  Products 

Graphics 

- Adobe  Illustrator™ 

Leading  illustration  and  page-design  tooi 

- Adobe  Dimensions® 

For  3-dimensional  design 

- Adobe  Streamline™ 

For  line-art  conversion 

- Adobe  IntelliDraw® 

For  quick  refinement  of  business  graphics 

Images 

- Adobe  Photoshop 

Photo  design  and  production  software  for  prepress,  publishing,  graphics. 

and  photography  professionals 

- Adobe  Gallery  Effects® 

Special-effects  filters 

- Adobe  Fetch® 

Cataloging  software 

- Adobe  TextureMaker™ 

Texture-design  software 

Motion  and  Sound 
- Adobe  Premiere™ 

Software  for  editing  film,  video,  and  multimedia  productions  on  the  desktop 

- Adobe  After  Effects™ 

Set  of  post-production  tools  for  video  compositing,  motion 

- Adobe  After  Effects  Production 

graphics,  and  special  effects  for  television  and  motion-picture 

Bundie 

professionals 

- Adobe  Screen  Ready™ 

For  converting  layouts  and  EPS  graphics  into  PICT  images  for  multimedia 

and  video  use 

Presentations 
- Adobe  Persuasion® 

For  producing  and  managing  slide,  overhead,  and  on-screen  presentations 

Type 

- Adobe  Type  1 

Cross-platform  font  format 

- Adobe  Type  Library 

Provides  more  than  2,000  Type  1 typefaces 

- Adobe  Type  On  Call®  CD-ROM 

A locked,  buy-as-you-go  version  of  the  Adobe  Type  Library 

- Adobe  Type  Manager®  (ATM) 

Utility  tool 

- Adobe  SuperATM® 

Enhanced  version  of  Adobe  Type  Manager 

- Image  Club  Catalog™ 

Offers  a wide  variety  of  typefaces,  clip  art,  and  stock  images  directly  to 

desktop  publishers 

Page  Layout 
- Adobe  PageMaker™ 

Leading  professional  page  layout  software  for  documents  with  varied 

graphics  content.  Includes  color,  page  design,  printing,  and 
compatibility  features 

Document  Creation 

- Adobe  FrameMaker 

For  documents  with  consistent  content.  Integrates  WYSIWYG  word 

processing,  graphics,  page  layout,  tables  long-document  building, 
equations,  editing,  and  conditional  text. 

- Adobe  FrameMaker-t-SGML™ 

Integrates  SGML  authoring  and  publishing  tools 

- Adobe  FrameViewer® 

For  electronic  display  of  Adobe  FrameMaker  documents 

— continued — 
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Exhibit  (cont.) 
Adobe  Systems  Products 

Product 

Description 

Consumer  Products 

- Adobe  PhotoDeluxe™ 

- Adobe  Art  Explorer™ 

- Adobe  SuperPaint® 

- Adobe  HomePublisher™ 

- Adobe  Type  Twister™ 

- Adobe  Paint  & Publish™ 

For  enhancing  and  personalizing  photos 

Painting  and  drawing  program  for  children 

For  basic  painting,  drawing,  and  image  processing 

For  basic  desktop  publishing 

For  creation  of  text  for  banners,  flyers,  and  invitations 

Combines  SuperPaint  and  Adobe  HomePublisher 

Acrobat  Products 
- Adobe  Acrobat®  3.0 

Universal  creation,  distribution,  and  viewing  tool  for  portable  electronic 
documents.  Adobe  Acrobat  3.0  contains  components  of  previous 
Acrobat  products,  such  as  Acrobat  Exchange™,  Acrobat  Distiller™, 
Acrobat  Catalog™,  and  PDF  Writer 

- Adobe  Acrobat  3.0  Ten-Pack 

- Adobe  Acrobat  ReaderT^ 

- Adobe  Acrobat  Capture™ 

- Adobe  Acrobat  Player^“ 

Adobe  Acrobat  3.0  for  a network  of  as  many  as  ten  users 
Free  viewing  tool  available  via  the  Internet 

Document  imaging — for  converting  printed  “legacy”  documents  into  PDF  files 

Technology  licensed  by  OEMs,  for  embedding  into  projection  devices, 
navigation  systems,  information  panels,  and  other  noncomputer 
equipment  to  enable  viewing  of  PDF  files 

Internet  Products 

- Adobe  PageMill™ 

- Adobe  SiteMill™ 

- Adobe  PrintMill™ 

Enables  the  creation  of  World  Wide  Web  (WWW)  pages 
Includes  all  of  PageMill  features  in  addition  to  WWW  site  management  tools 
Intranet  and  Internet-based  printing  services,  enabling  users  to  print  to  any 
printer  on  their  network  through  a selected  WWW  browser 

Printing  and  Systems 

- Adobe  PostScript  Software 

An  open,  general-purpose  computer  language 

- Configurable  PostScript 
Interpreter  (CPSI) 

An  implementation  of  Adobe  PostScript  that  resides  in  a workstation  or  PC 
rather  than  in  a printer’s  embedded  controller 

- Print-on-Demand  Systems 

Uses  PostScript  technology  for  final  processing  of  the  print  file,  and  typically 
uses  proprietary  technology  during  prepress  activities  to  format  and 
prepare  the  file  for  printing 

- Adobe  PrintGear™ 

For  the  Small  Office  Home  Office  (SOHO)  market 
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Clients 

Some  of  Adobe’s  clients,  by  market,  include: 

Corporate — First  Call  Corporation,  Florida 
Power  & Light  Company,  Clement  Mok 
Designs,  and  Tandem  Computers,  Inc. 

Government — Internal  Revenue  Service,  the 
Centers  for  Disease  Control  and  Prevention, 
the  Department  of  Defense,  and  the 
Department  of  the  Navy 

Professional  Publishing — Bennett  Peji  Design, 
Knight-Ridder  Tribune  Graphics  Network, 
Medical  Economics  Company,  Der  Spiegel 
(German  newsweekly),  Bosch  & Keuning 
(Dutch  printing  and  publishing  group),  and 
leones  (French  magazine) 

Entertainment  and  Multimedia — Dream 
Quest  Images,  Schock  Entertainment  of  New 
York,  and  WTVB  TV  (NY) 

Education — The  Wharton  School  of  the 
University  of  Pennsylvania,  Virginia  Tech’s 
Department  of  Chemical  Engineering, 
Cornwall  High  School  (NY),  and  the  Royal 
College  of  Art  (London) 

Marketing  and  Sales 

Adobe  markets  and  distributes  its  products 
through  its  direct  sales  force  as  well  as 
through  retailers,  systems  integrators, 
software  developers,  VARs,  OEMs,  and 
hardware  bundle  customers. 

Adobe’s  international  subsidiaries,  Adobe 
Systems  Europe  Ltd.  and  Adobe  Systems  Co., 
Ltd.,  provide  support  for  the  company’s 
worldwide  distribution  network  and  end-user 
customers. 

Applications  products  are  marketed  through 
retail  and  distribution  channels;  however, 
they  are  becoming  more  widely  distributed 
through  VARs  and  systems  integrators. 


Printing  and  systems  products  are  licensed 
and  distributed  through  OEM  customers. 

Adobe  has  more  than  6,000  resellers  in  the 
U.S.  and  Canada,  and  more  than  300 
distributors  throughout  Europe  and  the 
Pacific  Rim. 

Alliances 

Adobe  has  developed  alliances  with  various 
companies,  including  AT&T  Corp.,  IBM  Corp., 
Xerox  Corp.,  and  Netscape  Communications 
Corp. 

Adobe  is  a partner  in  the  Adobe  Press,  a joint 
venture  with  Macmillan  Computer  Publishing, 
that  publishes  how-to  books. 

In  May  1996,  Adobe  and  AT&T  announced  an 
agreement  to  provide  AT&T’s  WorldNet®^ 
Service  customers  with  personal  publishing 
capabilities  on  the  WWW.  Under  the 
agreement,  AT&T  will  license  and  distribute 
Adobe  products  for  AT&T’s  value-added 
Internet  access  service. 

In  May  1996,  Adobe  and  Microsoft  announced 
a collaborative  effort  to  provide  a new 
universal  font  format  called  OpenT^pe^^, 
which  will  combine  the  leading  TrueType® 
and  Type  1 font  technologies  of  Adobe. 

In  1994,  Adobe  invested  in  Adobe  Ventures 
L.P.,  a venture  capital  limited  partnership 
that  is  chartered  to  invest  in  innovative 
companies  strategic  to  its  software  business. 

• This  venture  allows  Adobe  to  work  with 
other  investors  in  building  new  market 
opportunities. 

• Companies  in  which  Adobe  Ventures  has 
invested  that  have  filed  IPOs  include  Verity, 
Siebel  Systems,  and  Fractal  Design. 
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Competition 

Adobe’s  competitors  are  as  follows: 

Application  Products 

Desktop  publishing — Interleaf  Inc.,  Serifs 
Page  Plus,  and  Microsoft’s  Publisher 

PageMaker  Windows  version — Software  from 
Ventime  Publisher  and  Quark  Inc.’s 
QuarkXPress  for  Windows 

PageMaker  Macintosh  version — Quark  Inc.’s 
QuarkXPress 

FrameMaker  for  Windows  and  Macintosh — 
Software  from  Venture  Publisher  and  Quark 
Inc.’s  QuarkXPress  for  Windows 

FrameMaker  in  the  UNIX  environment — 
Interleaf  for  technical  publishing  and 
WordPerfect  and  Applix  for  nontechnical 
publishing 

Illustrator  for  Windows  and  Macintosh — 
Macromedia’s  Freehand,  CorelDraw,  and 
Deneba  Canvas 

Photoshop — Micrografx  Picture  Publisher  and 
Fractal  Design  Painter  X2 

Video  editing:  Premiere  for  Windows  and 
Macintosh — ^VideoStudio  from  U-Lead,  Digital 
Video  Producer  from  As3rmetrix,  MediaMerge 
from  ATI,  Razor  from  In:s3mc,  and  VideoShop 
from  Avid 

Special  effects:  After  Effects — Software  from 
Parallax  and  Discreet  Logic,  and  dedicated 
hardware  from  Quantel 

Business  presentations:  Persuasion  for 
Windows  and  Macintosh — Microsoft’s 


PowerPoint,  Software  Publishing’s  Harvard 
Graphics  for  Windows,  and  Lotus’  Freelance 
Graphics  for  Windows 

Internet  publishing:  PageMill  and  SiteMill — 
Front  Page  for  Windows  from  Vermeer 
Technologies  (acquired  by  Microsoft 
Corporation  in  January  1996),  MaviPress  from 
Navisoft  (a  division  of  America  On-line),  and 
Netscape  Navigator  Gold  and  LiveWire  from 
Netscape 

Electronic  document  communication: 

Acrobat — Common  Ground  from 
Hummingbird,  Replica  from  Farallon,  and 
Envoy,  recently  sold  to  Corel  by  Novell 

Printing  and  Systems 

PostScript  interpreter — Hewlett-Packard’s 
Laser- Jet  product  family 

Display  PostScript  system — QuickDraw  in 
Macintosh,  GDI  in  Windows,  and  GPI  in  OS/2 

INPUT  Assessment 

Adobe  considers  its  strengths  to  include: 

• Market-leading  products  for  content 
creation — for  traditional  print-puhlishing 
markets  as  well  as  the  Internet/WWW 

• Technoloy  and  market  leadership  in 
printing — ^from  small  office/home  office  to 
high-end,  including  new  solutions  for 
Internet  printing 

• Developer  of  technology — allowing 
developers  and  users  to  experience  high- 
quality  2-D  graphics  for  the  Internet  (Bravo) 
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ADOBE  SYSTEMS  INCORPORATED 

1585  Charleston  Road 
Mountain  View,  CA  94043-7900 


Chairman  & CEO; 
President  & COO: 
Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


John  E.  Warnock 
Charles  M.  Geschke 
Public  Corporation 
NASDAQ 
887  (11/92) 
$265,931,000 
1 1 /27/92 


Phone:  (415)961-4400 
Fax:  (415)969-7987 


Key  Points 


• Adobe's  principal  product,  the  PostScript^  interpreter,  is  the 
industry-standard  page  description  language  for  electronic  printing 
and  publishing. 

• Through  a cooperative  development  program  instituted  by  Adobe, 
OEM  partners  can  now  participate  more  directly  in  the  process  of 
developing  PostScript  products  to  shorten  development  cycles  and  to 
add  their  own  value  to  the  products. 

■ The  company's  newest  product  family,  Adobe  Acrobat™,  represents 
a new  approach  to  document  communications,  allowing  users  to 
send  electronically  generated  newsletters,  reports,  and  other 
documents  to  any  computer,  regardless  of  the  hardware  platform, 
operating  system,  applications,  or  font  software  used  to  create  the 
original  document. 

• Adobe  has  expanded  the  availability  of  many  of  its  Macintosh 
software  applications  to  Windows  environments. 

• During  1992,  Adobe  gained  its  own  source  of  optical  character 
recognition  (OCR)  technology  with  the  acquisition  of  OCR  Systems 
Inc. 
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Adobe  Systems,  founded  in  1983,  designs,  develops,  and  markets 
systems  and  applications  software  used  to  create,  display,  print,  and 
communicate  all  forms  of  electronic  documents.  Adobe's  principal 
product,  the  PostScript^  interpreter,  is  the  industry-standard  page 
description  language  for  electronic  printing  and  publishing. 

Adobe's  largest  revenue  source  is  from  royalties  received  from  original 
equipment  manufacturers  (OEMs)  that  license  Adobe's  PostScript 
interpreter  for  incorporation  into  their  computers,  typesetters,  printers, 
and  other  output  devices.  Royalties  from  the  licensing  of  the  PostScript 
interpreter  amounted  to  $152.7  million  (57%)  of  total  revenue  in  fiscal 
1992. 


Adobe's  fiscal  1992  revenue  reached  $265.9  million,  a 16%  increase 
over  fiscal  1991  revenue  of  $229.7  million.  A five-year  financial 
summary  follows: 


ADOBE  SYSTEMS  INCORPORATED 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

11/27/92 

11/29/91 

11/30/90 

12/1/89 

11/30/88 

Revenue 

$265.9 

$229.7 

$168.7 

$121.4 

$83.5 

• Percent  increase 

from  previous  year 

16% 

36% 

39% 

45% 

112% 

Income  before  taxes 
■ Percent  increase 

$69.5 

(a) 

$83.6 

$66.3 

$54.9 

$35.8 

(decrease)  from 

previous  year 

(17%) 

26% 

21% 

53% 

112% 

• Gross  margin 

26% 

36% 

39% 

45% 

43% 

Net  income 

$43.6 

$51.6 

$40.1 

$33.7 

$21.1 

• Percent  increase 
(decrease)  from 

previous  year 

(16%) 

29% 

19% 

60% 

135% 

• Net  margin 

16% 

22% 

24% 

28% 

25% 

Earnings  per  share 

$1.87 

$2.25 

$1.83 

$1.55 

$0.98 

• Percent  increase 
(decrease)  from 

previous  year 

(17%) 

23% 

18% 

58% 

128% 

(a)  Includes  a $6.3  million  write-off  associated  with  in-process  research  and  development  for  OCR 
Systems  Inc.  and  Nonlinear  Technologies,  Inc.,  which  were  acquired  by  Adobe  during  1992,  and  a 
$6.0  million  loss  from  a real  estate  partnership. 
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Revenue  for  the  nine  months  ending  August  27, 1993  reached  $226.9 
million,  a 16%  increase  over  $195.2  million  for  the  same  period  in 
1992.  Net  income  increased  17%,  to  $41.3  million  and  includes  a non- 
operating gain  of  $3.9  million  from  the  sale  of  common  stock  held  as  an 
investment. 

• Licensing  revenue  for  the  nine  months  was  $109.8  million,  compared 
to  $110.6  million  for  the  same  period  a year  ago.  A decline  in 
PostScript  product  licensing  revenue  resulted  from  slower  printer 
sales  for  many  of  Adobe's  PostScript  OEMs,  as  well  as  a higher 
proportion  of  printer  shipments  in  the  lower-price  market  segment. 

• Applications  products  revenue  reached  $117.1  million,  compared  to 
$84.6  million  for  the  same  period  a year  ago.  During  the  quarter, 
Adobe  shipped  Adobe  Illustrator  5.0  for  the  Macintosh,  the  Adobe 
Acrobat  family,  Adobe  Premiere  3.0  for  the  Macintosh,  and  Adobe 
Photoshop  2.5J  for  the  Japanese  market. 

• Concerns  over  industry  acceptance  of  Adobe's  Acrobat  product  line 
have  contributed  to  recent  fluctuations  in  its  stock  prices. 


Market  Financials  Approximately  57%  of  Adobe's  fiscal  1992  revenue  was  derived  from 

the  licensing  by  OEMs  of  the  PostScript  interpreter  and  Display 
PostScript  system,  and  43%  from  applications  software  product 
hcenses. 

A three-year  summary  of  source  of  revenue  follows: 


ADOBE  SYSTEMS  INCORPORATED 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1 1 /27/92 

1 1 /29/91 

11/30/90 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Licensing 

$152.7 

57% 

$139.5 

61% 

$113.6 

67% 

Applications  software 
product  sales 

113.2 

43% 

90.2 

39% 

55.1 

33% 

TOTAL 

$265.9 

100% 

$229.7 

100% 

$168.7 

100% 
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Geographic 

Markets 


Strategy 


Acquisitions 


The  increases  in  licensing  revenue  during  1992  were  the  result  of 
increased  unit  shipments  of  products  containing  the  PostScript 
interpreter  and  the  Display  PostScript  system  by  OEM  customers. 

The  primary  reason  for  growth  in  applications  products  revenue  was 
increased  demand  for  Adobe  Photoshop,  Adobe  Illustrator,  and  Adobe 
Premiere  software. 

• Adobe  released  a new  version  of  Adobe  Illustrator  4.0  for  the 
Windows  environment  during  the  second  quarter  of  1992. 

• During  the  fourth  quarter,  shipments  of  Adobe  Dimensions,  Adobe 
Type  Manager  2.5  for  Windows,  a new  version  of  Adobe  Premiere 
2.0,  and  Adobe  Illustrator  3.0-J  (Japanese  version)  also  contributed 
to  the  growth  in  revenue. 


INPUT  estimates  that  approximately  60%  of  Adobe's  fiscal  1992 
revenue  was  derived  from  the  U.S.  and  the  remaining  40%  from 
international  sources. 

Adobe  first  obtained  international  distribution  of  its  PostScript 
software  through  the  marketing  efforts  of  U.S.  hardware  manufacturers 
such  as  Apple,  DEC,  IBM,  and  QMS.  The  company  has  since 
expanded  its  OEM  client  base  to  include  European  and  Japanese 
manufacturers  that  distribute  PostScript  products  worldwide. 


Adobe's  strategy  is  to  use  its  PostScript  technology  as  foundation  for  a 
growing  family  of  products  and  technologies. 

In  the  applications  area,  a strategic  goal  is  to  build  a technology 
framework  so  that  Adobe's  applications  can  be  easily  moved  from 
computer  to  computer. 

Adobe  is  hoping  that  its  Acrobat  product  line  will  become  another 
industry  standard. 


In  June  1992,  Adobe  acquired  OCR  Systems  Inc.  of  Huntingdon  Valley 
(PA),  developer  of  optical  character  recognition  software  and 
Nonlinear  Technologies,  Inc.  of  Greenbelt  (MD),  which  develops  the 
software,  for  an  aggregate  purchase  price  of  $6.8  million.  Adobe  plans 
to  integrate  the  acquired  technologies  into  future  products. 

In  June  1992,  Adobe  acquired  language  sensing  technology  from 
LaserTools  Corporation  of  Emeryville  (CA).  Adobe  plans  to  further 
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Alliances 


Key  Products 
and  Services 


develop  the  language  detection  software  and  make  it  available  to 
OEMs  for  inclusion  in  future  PostScript  software  implementations. 

During  fiscal  1990  Adobe  made  two  acquisitions  for  an  aggregate 
purchase  price  of  $14.1  million,  payable  in  a combination  of  cash  and 
notes. 

• In  June  1990,  Adobe  announced  the  acquisition  of  BluePoint 
Technologies,  a New  Hampshire-based  designer  of  type  rendering 
chips.  Adobe  plans  to  use  BluePoint's  technology  to  create  a chip 
whose  input  is  the  Adobe  Type  1 format.  Adobe  plans  to  design  the 
chip  into  Adobe  controllers,  and  to  offer  it  to  OEM  customers  as  an 
option  to  increase  speed  of  text  printing. 

• In  March  1990,  Adobe  acquired  Emerald  City  Software,  a provider 
of  PostScript-language-based  typographic  products  and  development 
tools  which  have  been  added  to  the  Adobe  product  line.  These 
include  Adobe  TypeAlign,  Smart  Art,  and  Type  Reunion. 


Adobe  has  licensing  agreements  with  45  OEMs  for  PostScript.  During 
1992,  Adobe  announced  an  expanded  cooperative  development 
program  that  enables  OEM  customers  to  perform  key  PostScript 
software  engineering  activities  in-house,  so  they  can  bring  more 
products  to  market  efficiently,  and  to  add  their  own  value  to  the 
products.  About  a dozen  OEMs  already  are  participating  in  the 
program.  Adobe  has  also  authorized  Adaptec  and  Peerless  Systems  to 
produce  products  for  Adobe's  OEMs. 

A 1992  agreement  between  Adobe  and  Sun  Microsystems  established 
Adobe's  Display  PostScript  system  as  the  standard  imaging  model  for 
UNIX  platforms.  Display  PostScript  will  be  available  in  SunSoft's 
Solaris  UNIX-  and  Intel-based  operating  system. 

Adobe  has  established  a Developer  Support  Group  for  third-party 
software  companies  to  explain  the  benefits  of  PostScript  and  assist  in 
writing  applications  that  drive  PostScript  output  devices. 

Hundreds  of  software  companies,  including  Aldus,  WordPerfect,  Lotus, 
and  Microsoft,  have  application  programs  that  support  the  PostScript 
language. 


Products  from  Adobe  are  based  on  the  PostScript  language,  which 
serves  as  the  foundation  for  a family  of  products  used  to  create,  view, 
exchange,  and  print  documents  on  a wide  range  of  systems. 
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Systems  Products: 

The  PostScript  interpreter,  Adobe's  principal  product,  executes  page 
descriptions  generated  from  applications  programs  that  support  the 
PostScript  language  to  produce  documents  containing  multiple 
typefaces  and  graphics,  including  charts,  diagrams,  drawings,  and 
photographic  images. 

• Adobe  adapts  its  PostScript  software  to  meet  the  requirements  of 
each  OEM's  product.  In  most  cases,  Adobe  provides  its  proprietary 
designs  for  the  printer's  digital  controller.  Adobe  currently  offers 
four  RISC-based  printer  controllers,  offering  OEMs  a solution  for 
virtually  any  price/performance  objective  they  may  have  for  a 
PostScript  output  device.  In  addition,  each  printer  product  contains 
a collection  of  typeface  software  in  read-only  memory  which  is 
licensed  to  the  manufacturer. 

• PostScript  is  also  Adobe's  name  for  its  page  description  language 
that  is  a set  of  rules  and  definitions  for  conveying  information  about 
the  appearance  of  a page  to  a printer. 

• The  PostScript  interpreter  is  licensed  to  OEMs  for  a royalty  fee. 
Upon  signing  the  license  agreement,  the  OEM  also  pays  Adobe  a 
contract  development  fee  to  compensate  Adobe  for  the  amount  of 
development  work  required  by  Adobe  to  port  the  PostScript 
interpreter  to  the  output  device  on  which  it  will  be  used. 

• OEM  customers  that  are  currently  shipping  computers,  printers,  or 
typesetters  equipped  with  PostScript  interpreters  include  3M,  Agfa 
Gevaert  N.V.,  Apple,  Autologic,  Birmy  Graphics,  Bull  HN 
Information  Systems,  Cactus,  Compaq,  Canon,  Dainippon  Screen, 
Dataproducts,  DEC,  Digital  F/X,  E.I.  Du  Pont,  Eastman  Kodak, 
Electronics  for  Imaging,  Fujitsu,  GCC  Technologies,  Gestetner 
Lasers,  Hewlett-Packard,  IBM,  Lexmark  International,  Linotype, 
Mannesmann  Scangraphic,  Matsushita,  Monotype  Systems,  NEC, 
Oce  Graphics,  Oki  Electric,  Optronics,  QMS,  Ricoh,  Scitex,  Seiko- 
Epson,  Silicon  Graphics,  Sun  Microsystems,  SuperMac  Technology, 
Synergy  Computer  Graphics,  Tektronix,  Texas  Instruments, 

Vari typer,  Wang,  and  Xerox. 

• Approximately  340  software  companies  have  introduced  or 
announced  the  development  of  application  programs  that  support 
the  PostScript  interpreter.  Over  5,000  application  programs 
currently  support  the  PostScript  interpreter  and  run  on  a variety  of 
minicomputers,  mainframes,  and  Apple,  IBM,  and  IBM-compatible 
microcomputers. 
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The  Display  PostScript*^  system  is  an  extension  of  the  PostScript 
software  for  interactive  use  on  workstation  displays.  It  incorporates  the 
same  imaging  model  and  language  used  in  printers  with  PostScript 
interpreters. 

• Announced  licensees  of  the  Display  PostScript  system  are  NeXT, 
DEC,  IBM,  Silicon  Graphics,  Network  Computing  Devices, 
Integrated  Computer  Solutions,  and  Sun  Microsystems. 

• Among  the  major  software  companies  developing  applications  for 
the  Display  PostScript  system  are  Lotus,  WordPerfect,  and  Frame 
Technology. 

TranScript™  transforms  UNIX-based  documentation  into  PostScript 
language  files,  which  can  be  imaged  on  any  PostScript  output  device. 
The  product  is  licensed  through  OEMs  and  directly  to  end  users. 

Applications  Products: 

Adobe  Acrobat,  announced  in  June  1993,  allows  users  to  electronically 
transfer,  display,  and  print  documents  with  typographies,  graphics,  and 
layout  intact,  regardless  of  the  hardware  platform,  operating  system,  or 
applications  software  used  to  create  the  document. 

• Acrobat  Viewer,  a software  application  that  enables  users  to  read, 
navigate,  and  print  documents  represented  in  a special  cross- 
platform file  format-the  Portable  Document  Format  (PDF). 
Acrobat  Viewer  programs  are  expected  to  be  available  initially  for 
the  Macintosh  and  Windows  platforms,  and  then  DOS  and  UNIX 
platforms  over  time. 

■ Acrobat  PDF  Writer,  a specially  designed  printer  driver  that 
produces  PDF  files  from  applications 

• Acrobat  Distiller,  a program  that  translates  PostScript  language  files 
into  PDF,  the  file  format  for  cross-platform  documents.  Initial 
availability  will  be  for  Macintosh  and  Windows  platforms  and,  over 
time,  UNIX  platforms. 

• In  response  to  criticism  that  Acrobat  is  a presentation-level  rather 
than  interactive  product,  Adobe  plans  to  modify  Acrobat's  PDF  so 
that  the  product  supports  document  editing  as  well  as  video  and 
audio.  Full-text  search  capabilities  are  planned  by  the  end  of  1993. 
Support  for  structured  documents  is  scheduled  for  availability  in 
mid- 1994. 

The  Adobe  Type  Manager*^  (ATM),  introduced  in  October  1989,  is  a 
software  utility  that  brings  high-quality  scalable  fonts  to  monitors  and 
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low-cost  printers.  The  product  is  available  for  Macintosh  and  Windows 
platforms. 

• ATM  product  is  being  distributed  through  Adobe's  retail  distribution 
channel  and  through  package  bundling  agreements  with  various 
vendors,  including  Lotus,  Aldus,  and  Micrografic. 

• The  product  can  be  licensed  to  other  OEMs  for  inclusion  into  low- 
cost  printers  or  windowing  systems  software. 

• Adobe  Type  Set  I and  II  are  Adobe  Type  Manager  companion 
products  for  the  Macintosh,  each  containing  seven  display  font 
software  programs. 

• Adobe  Plus  Pack  is  a collection  of  22  typefaces  which,  with  Adobe 
Type  Manager,  complete  the  standard  set  of  fonts  available  in  the 
Laser  Writer  II. 

The  Adobe  Type  Library  currently  includes  software  for  more  than 
1,300  typefaces,  or  fonts.  It  is  available  for  Macintosh,  NeXT,  DOS, 
OS/2,  and  Windows  environments. 

• Adobe  licenses  its  typeface  designs  from  the  original  foundries. 
Adobe  type  designers  have  also  developed  original  typefaces. 

• Adobe  also  licenses  software  tools  to  font  vendors  who  wish  to  build 
their  type  libraries  in  the  PostScript  language  format. 

• Adobe  Font  Folio™  is  a hard  disk  that  contains  the  entire  Adobe 
Type  Library.  It  is  available  in  Macintosh,  IBM  PC,  and  NeXT 
formats. 

Adobe  Publishing  Packs,  introduced  in  December  1987,  are  separate 
typeface  collections  designed  to  address  specific  business  applications. 
The  packs  are  available  in  Macintosh  and  IBM  PC  formats. 

Adobe  Originals™,  introduced  in  August  1989,  includes  original 
typeface  software  developed  by  Adobe's  font  designers.  The  software  is 
available  in  Macintosh,  IBM  PC,  and  NeXT  formats. 

Adobe  Illustrator  is  targeted  to  the  graphics  and  graphics  illustration 
markets.  The  product  enables  design  professionals  to  create  and  lay 
out  all  facets  of  a page  and  is  ideal  for  advertising  and  packaging 
design,  newspaper  layouts,  business  presentations,  and  technical 
illustrations. 

• Adobe  Illustrator  is  available  in  Macintosh,  NeXT,  DEC,  and 
Windows  formats  and  is  marketed  primarily  through  the  retail 
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distribution  channel.  A version  for  Sun  workstations  was  announced 
in  August  1993. 

• Adobe  Separator,  a component  of  Adobe  Illustrator  3.0,  is  utility 
software  for  the  Macintosh  that  allows  users  to  create  high-quality 
color  separations  for  commercial  printing. 

• Adobe  Dimensions,  released  in  November  1992,  performs  vector 
rendering  of  three-dimensional  objects  and  effects. 

Adobe  Streamline™,  introduced  in  April  1989,  is  a tracing  program 
that  automatically  converts  scaled  art  or  other  bit-mapped  images  into 
Adobe  Illustrator  or  encapsulated  PostScript  language  files.  Versions 
are  available  for  the  Macintosh  and  Windows. 

Adobe  Collector's  Edition,  introduced  in  August  1988,  is  a collection  of 
pre-drawn,  modifiable  shapes,  patterns,  and  textures  for  graphic  artists 
designed  for  use  with  Adobe  Illustrator.  It  is  available  for  Macintosh 
and  Windows  environments. 

TrueForm™,  introduced  in  August  1989,  is  a forms  processing  program 
for  the  Macintosh  used  to  automate  existing  forms  or  create  new  ones. 

Adobe  Photoshop™,  introduced  in  February  1990,  is  a high-end  image 
enhancement  tool  for  the  Macintosh  designed  for  artists  and  desktop 
publishers. 

Adobe  Premiere  is  an  editing  program  for  the  Macintosh  that  allows 
users  to  combine  video,  audio,  animation,  still  images,  and  graphics  on 
the  screen.  A version  for  Windows  was  announced  in  August  1993. 

Lasertalk^  introduced  in  January  1988,  is  an  interactive  PostScript 
programming  and  debugging  environment  for  the  Macintosh  and  IBM 
PC. 

Displaytalk™,  introduced  in  October  1989,  is  an  interactive  Display 
PostScript  programming  and  debugging  environment  for  NeXT 
systems. 

TypeAlign  is  a type-styling  program  for  Macintosh  and  Windows. 

Smart  Art  is  a collection  of  PostScript  language  typographic  and 
graphic  effects. 

Adobe  Type  Reunion  is  a utility  program  that  organizes  the  Macintosh 
font  menu. 
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Support  and  Training: 

Support  services  provided  by  Adobe  include  the  following: 

• Training  in  the  use  of  the  PostScript  language,  including  the 
extensions  for  the  Display  PostScript  system,  for  OEM  customers, 
software  developers,  and  corporate  accounts  is  provided  for  a fee. 

- Three  courses  are  currently  available,  with  additional  courses 
under  development  and  scheduled  to  be  available  later  this  year. 

- PostScript  language  training  is  available  at  three  Adobe  locations: 
Mountain  View  (CA),  Boston  (MA),  and  the  company's 
Amsterdam  office.  Adobe  has  also  certified  Acquired 
Knowledge,  Inc.  to  provide  PostScript  language  training  in  the 
U.S.,  Non  Standard  Logics  in  France,  Appropriated  Learning  Ltd. 
in  the  U.K.,  and  SPC-Computer-Schulung  GmbH  in  Germany. 
Customers  may  also  request  on-site  courses  or  custom  courses. 

- CLASSROOM  IN  A BOX™,  Adobe's  curriculum  kit,  is  available 
to  third-party  training  companies,  consultants,  colleges,  and 
universities  that  teach  the  Adobe  Illustrator,  Adobe  Photoshop, 
and  Adobe  Premiere  programs. 

• Adobe  provides  free  telephone  support  for  a period  of  90  days  to 
registered  purchasers  of  Adobe  applications  software  products, 
including  downloadable  typeface  software  programs  and  the  Adobe 
Illustrator  family  of  products.  End  users  are  also  supported  through 
the  Adobe  Forum  on  CompuServe. 


Approximately  57%  of  Adobe's  fiscal  1992  revenue  was  derived  from 
royalties  and  contract  revenue  from  OEMs,  and  43%  from  end-user 
sales  through  dealers,  distributors,  and  large  corporate  accounts. 

Adobe  markets  the  PostScript  interpreter  to  computer,  printer, 
imagesetter,  and  film  recorder  manufacturers  through  its  OEM  sales 
force. 

• The  sales  focus  has  been  to  license  its  products  to  manufacturers  of 
computers  and  printers,  which  distribute  these  products 
domestically,  in  Europe  and  Japan. 

• As  of  January  12,  1993,  Adobe  has  announced  contracts  with  44 
OEM  customers. 
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Adobe  supports  major  accounts  (corporate  purchasers  of  PostScript 
printers  and  Adobe's  applications  software  products)  through  domestic 
offices  in  Mountain  View  and  Newport  Beach  (CA),  Boston  (MA), 
Chicago  (IL),  Dallas  (TX),  New  York  City  (NY),  Philadelphia  (PA), 
Bellevue  (WA),  Washington,  D.C.,  and  through  international  offices  in 
Toronto  (Canada),  Amersterdam  (The  Netherlands),  and  London 
(England).  Account  representatives  contact  large  corporations  and 
government  agencies  to  educate  them  about  the  benefits  of  Adobe's 
PostScript  language  technology,  type  products,  and  Adobe  Acrobat 
software. 

Adobe  markets  and  supports  its  applications  software  and  typeface 
packages  through  a direct  sales  force  located  in  nine  branch  offices 
around  the  continental  U.S.  and  Canada,  distributing  products  to 
resellers  and  distributors,  and  contacting  large  corporate  accounts. 

■ The  major  distribution  chaimel  for  Adobe's  application  products  is 
through  dealers  and  distributors. 

■ Adobe  products  are  offered  by  over  6,000  dealers  in  the  U.S.  and 
Canada  and  by  over  300  dealers  throughout  Europe,  Australia,  and 
Asia. 

• TranScript  is  marketed  largely  through  telemarketing  from  Adobe's 
headquarters  in  Mountain  View. 

Adobe  Systems  Europe  is  headquartered  in  Amsterdam  and  has  offices 
in  the  U.K.,  France,  Germany,  and  Sweden.  This  subsidiary  provides  a 
range  of  services  in  Europe,  including  PostScript  training  classes,  an 
Adobe  Developers'  Association  in  Europe,  technical  support  for  users 
of  PostScript  software,  and  support  for  a network  of  European 
distributors  of  PostScript  software. 

Adobe  Systems  Japan,  headquartered  in  Tokyo,  provides  marketing 
and  sales  support  services  to  Adobe  OEMs  and  IS  Vs  developing 
products  for  the  Japanese  market  and  to  Japanese  distributors  of 
Adobe  application  products. 


PostScript:  LaserJet  4 (Hewlett-Packard),  UltraScript,  (QMS),  and 
products  from  Custom  Applications  Inc.,  Destiny  Technology 
Corporation,  Harlequin  Limited,  Hyphen  Limited,  Pacific  Data 
Products,  and  Phoenix  Technologies 

Display  PostScript:  QuickDraw  in  the  Macintosh,  GDI  in  Windows, 
and  GPI  in  QS/2 
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Adobe  Illustrator  (Macintosh):  Aldus  FreeHand  (Aldus)  and  Canvas 
(Deneba  Corporation) 

Adobe  Illustrator  (Windows):  CorelDRAW!,  Micrografx  Designer, 
GEM  Artline,  Computer  Support  Arts  and  Letters,  and  Aldus 
FreeHand 

Adobe  Photoshop  (Macintosh):  ColorStudio  and  Painter  (Fractal 
Design)  and  ImageAssistant  (Caere) 

Adobe  Photoshop  (Windows):  Photostyler  (Aldus),  Micrografx  Picture 
Publisher  (Micrografx),  ImageAssistant  (Caere),  Painter  (Fractal 
Design),  and  Image-In  Color  (Image  Inc.) 

Adobe  Type  Manager:  Bitstream  Facelift,  Superprint  (Zenographics), 
Powerpak  (Atech  Publisher) 

Adobe  Premiere:  Diva  and  Videoshop 

Adobe  Acrobat:  Worldview  (Interleaf),  Common  Ground  (No  Hands), 
and  FrameViewer  (Frame  Technologies) 
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ADOBE  SYSTEMS  John  E.  Warnock,  Chairman  and  CEO 

INCORPORATED  Charles  M.  Geschke,  President  and  COO 

1585  Charleston  Road  Public  Corporation,  NASDAQ 

Mountain  View,  CA  94039-7900  Total  Employees:  701  (11/91) 


(415)  961-4400 

Total  Revenue,  Fiscal  Year  End 
11/30/91:  $229,653,000 

The  Company 

Adobe  Systems,  founded  in  1983,  designs,  develops,  and  markets 
systems  and  applications  software  used  to  print  and  display  text  and 
graphics  for  high-quality  electronic  printing  and  publishing 
applications  and  for  general  computer  use. 

• Adobe  is  the  developer  of  PostScript*^,  the  industry-standard 
page  description  language  for  electronic  printing  and  publishing. 

Adobe's  largest  revenue  source  is  from  royalties  received  from 
original  equipment  manufacturers  (OEMs)  that  license  Adobe's 
PostScript  interpreter  for  incorporation  into  their  computers, 
typesetters,  printers,  and  other  output  devices.  Royalties  from 
OEMs  contributed  56%  to  Adobe's  total  fiscal  1991  revenue. 

• Apple  Computer  is  Adobe's  single  largest  royalty  paying 
customer,  contributing  11%  to  Adobe's  total  fiscal  1991  revenue. 

• In  November  1990,  Adobe  announced  a new  and  expanded 
technology  licensing  agreement  with  Apple  whereby  the  two 
companies  will  work  more  closely  together  to  provide  new 
products  based  on  Adobe's  PostScript  software  and  printer 
technology  developed  by  Apple. 

Adobe's  fiscal  1991  revenue  reached  $229.7  million,  a 36%  increase 
over  fiscal  1990  revenue  of  $168.7  million.  Net  income  rose  29%, 
from  $40.1  million  in  fiscal  1990  to  $51.6  million  in  fiscal  1991.  A 
five-year  financial  summary  follows: 
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ADOBE  SYSTEMS  INCORPORATED 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

11/29/91 

11/30/90 

12/1/89 

11/30/88 

11/30/87 

CAGR 

Revenue 

$229.7 

$168.7 

$121.4 

$83.5 

$39.3 

55% 

• Percent  increase 
from  previous  year 

36% 

39% 

45% 

112% 

144% 

Income  before  taxes 

$83.6 

$66.3 

$54.9 

$35.8 

$16.9 

49% 

• Percent  increase 
from  previous  year 

26% 

21% 

53% 

112% 

135% 

• Gross  margin 

36% 

39% 

45% 

43% 

43% 

Net  income 

$51.6 

$40.1 

$33.7 

$21.1 

$9.0 

55% 

• Percent  increase 
from  previous  year 

29% 

19% 

60% 

135% 

150% 

• Net  margin 

22% 

24% 

28% 

25% 

23% 

Earnings  per  share 

$2.25 

$1.83 

$1.55 

$0.98 

$0.43 

51% 

• Percent  increase 
from  previous  year 

23% 

18% 

58% 

128% 

126% 

Adobe’s  OEM  customers  continue  to  develop  and  market  new 
printers,  typesetters,  and  other  output  devices  incorporating  the 
PostScript  interpreter  and  the  Display  PostScript  system.  At  the 
end  of  fiscal  1991,  there  were  over  30  customers  paying  royalties  to 
Adobe,  compared  to  27  at  the  end  of  fiscal  1990  and  19  at  the  end 
of  fiscal  1989. 

• Apple  Computer’s  contribution  to  Adobe’s  total  revenue  has 
continued  to  decrease  from  25%  in  fiscal  1989,  to  23%  in  fiscal 
1990,  and  11%  in  fiscal  1991.  Adobe’s  other  OEM  customers 
have  increased  their  contribution  to  Adobe’s  total  revenue. 

• During  1991,  more  than  40  new  products  containing  the 
PostScript  interpreter  were  introduced  by  OEM  customers. 

Revenue  from  the  distribution  of  software  application  products  for 
the  end  user  increased  nearly  64%  during  1991,  compared  to  59% 
during  fiscal  1990,  and  80%  during  fiscal  1989,  primarily  as  a result 
of  the  introduction  of  new  products  each  year. 

• Adobe  has  introduced  new  products  and  increased  the  number  of 
downloadable  typeface  programs  for  the  Apple  Macintosh  and 
IBM  PC. 
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• Adobe  expects  that  the  application  products  business  will 
continue  to  experience  more  rapid  growth  than  royalty  revenues 
during  fiscal  1992. 

During  fiscal  1990  Adobe  made  two  acquisitions  for  an  aggregate 
purchase  price  of  $14.1  million,  payable  in  a combination  of  cash 
and  notes. 

• In  June  1990,  Adobe  announced  the  acquisition  of  BluePoint 
Technologies,  a New  Hampshire-based  designer  of  type 
rendering  chips.  Adobe  plans  to  use  BluePrint's  technology  to 
create  a chip  whose  input  is  the  Adobe  Type  1 format.  Adobe 
plans  to  design  the  chip  into  Adobe  controllers,  and  to  offer  it  to 
OEM  customers  as  an  option  to  increase  speed  of  text  printing. 

• In  March  1990,  Adobe  acquired  Emerald  City  Software,  a 
provider  of  PostScript-language-based  typographic  products  and 
development  tools  which  have  been  added  to  the  Adobe  product 
line.  TTiese  include  Adobe  TypeAlign,  Smart  Art,  and  Type 
Reunion. 


Key  Products  and  Approximately  56%  of  Adobe's  fiscal  1991  revenue  was  derived 
Services  from  royalty  payments  from  OEMs  for  the  PostScript  interpreter, 

39%  from  applications  software  product  licenses,  and  5%  from 
contract  development  fees. 

A three-year  summary  of  source  of  revenue  follows: 


ADOBE  SYSTEMS  INCORPORATED 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

11/29/91 

11/30/90 

12/1/89 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Royalties 

$127.2 

56% 

$105.3 

62% 

$81.9 

67% 

Applications  software 
product  sales 

90.2 

39% 

55.1 

33% 

34.7 

29% 

Contract  revenue 

12.3 

5% 

8.3 

5% 

4.8 

4% 

TOTAL 

$229.7 

100% 

$168.7 

100% 

$121.4 

100% 

April  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  3 of  8 


ADOBE  SYSTEMS  INCORPORATED 


INPUT 


Systems  Products: 

The  PostScript  interpreter,  Adobe's  principal  product,  executes 
page  descriptions  generated  from  applications  programs  that 
support  the  PostScript  language  to  produce  documents  containing 
multiple  typefaces  and  graphics,  including  charts,  diagrams, 
drawings,  and  photographic  images. 

• Adobe  adapts  its  PostScript  software  to  meet  the  requirements  of 
each  OEM's  product.  In  most  cases,  Adobe  provides  its 
proprietary  designs  for  the  printer's  digital  controller.  Adobe 
currently  offers  four  RISC-based  printer  controllers,  offering 
OEMs  a solution  for  virtually  any  price/performance  objective 
they  may  have  for  a PostScript  output  device.  In  addition,  each 
printer  product  contains  a collection  of  typeface  software  in  read- 
only memory  which  is  licensed  to  the  manufacturer. 

• PostScript  is  also  Adobe's  name  for  its  page  description  language 
that  is  a set  of  rules  and  definitions  for  conveying  information 
about  the  appearance  of  a page  to  a printer. 

• The  PostScript  interpreter  is  licensed  to  OEMs  for  a royalty  fee. 
Upon  signing  the  license  agreement,  the  OEM  also  pays  Adobe  a 
contract  development  fee  to  compensate  Adobe  for  the  amount 
of  development  work  required  by  Adobe  to  port  the  PostScript 
interpreter  to  the  output  device  on  which  it  will  be  used. 

• OEM  customers  that  are  currently  shipping  computers,  printers, 
or  typesetters  equipped  with  PostScript  interpreters  include  3M, 
Agfa  Gevaert  N.V.,  Apple,  Autologic,  Birmy  Graphics,  Canon, 
Dainippon  Screen,  Dataproducts,  DEC,  E.I.  Du  Pont,  Eastman 
Kodak,  Electronics  for  Imaging,  Fujitsu,  GCC  Technologies, 
Gestetner  Lasers,  Hewlett-Packard,  IBM,  Lexmark  International, 
Linotype,  Mannesmann  Scangraphic,  Matsushita,  Monotype, 
NEC,  Oce  Graphics,  Oki  Electric,  Optronics,  QMS,  Ricoh, 
Scangraphic,  Scitex,  Seiko-Epson,  Silicon  Graphics,  Synergy 
Computer  Graphics,  Tektronix,  Texas  Instruments,  Varityper, 
Wang,  and  Xerox. 

• Approximately  340  software  companies  have  introduced  or 
announced  the  development  of  application  programs  that 
support  the  PostScript  interpreter.  Over  5,000  application 
programs  currently  support  the  PostScript  interpreter  and  run  on 
a variety  of  minicomputers,  mainframes,  and  Apple,  IBM,  and 
IBM-compatible  microcomputers. 

The  Display  PostScripts^  system  is  an  extension  of  the  PostScript 
software  for  interactive  use  on  workstation  displays.  It  incorporates 
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the  same  imaging  model  and  language  used  in  printers  with 
PostScript  interpreters. 

• Announced  licensees  of  the  Display  PostScript  system  are  NeXT, 
DEC,  IBM,  Scitex,  and  Silicon  Graphics. 

• Among  the  major  software  companies  developing  applications 
for  the  Display  PostScript  system  are  Lotus,  WordPerfect,  and 
Frame  Technology. 

TranScript™  transforms  UNIX-based  documentation  into 
PostScript  language  files,  which  can  be  imaged  on  any  PostScript 
output  device.  The  product  is  licensed  through  OEMs  and  directly 
to  end  users. 

Applications  Products: 

The  Adobe  Type  Manager*^  (ATM),  introduced  in  October  1989,  is 
a software  utility  that  brings  high-quality  scalable  fonts  to  monitors 
and  low-cost  printers.  The  product  is  available  for  Macintosh  and 
Windows  platforms. 

• ATM  product  is  being  distributed  through  Adobe's  retail 
distribution  channel  and  through  package  bundling  agreements 
with  various  vendors,  including  Lotus,  Aldus,  and  Micrografe. 

• The  product  can  be  licensed  to  other  OEMs  for  inclusion  into 
low-cost  printers  or  windowing  systems  software. 

• Adobe  Type  Set  I and  II  are  Adobe  Type  Manager  companion 
products  for  the  Macintosh,  each  containing  seven  display  font 
software  programs. 

• Adobe  Plus  Pack  is  a collection  of  22  typefaces  which,  with 
Adobe  Type  Manager,  complete  the  standard  set  of  fonts 
available  in  the  Laser  Writer  II. 

The  Adobe  Type  Library  currently  includes  software  for  more  than 
1,300  typefaces,  or  fonts.  It  is  available  in  Macintosh,  IBM  PC,  and 
many  NeXT,  IBM  370,  and  DEC  formats. 

• Adobe  licenses  its  typeface  designs  from  the  original  foundries. 
Adobe  type  designers  have  also  developed  original  typefaces. 

• Adobe  also  licenses  software  tools  to  font  vendors  who  wish  to 
build  their  type  libraries  in  the  PostScript  language  format. 
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• Adobe  Font  Folio™,  introduced  in  1988,  is  a hard  disk  that 
contains  the  entire  Adobe  Type  Library.  It  is  available  in 
Macintosh,  IBM  PC,  and  NeXT  formats. 

Adobe  Publishing  Packs,  introduced  in  December  1987,  are 
separate  typeface  collections  designed  to  address  specific  business 
applications.  The  packs  are  available  in  Macintosh  and  IBM  PC 
formats. 

Adobe  Originals™,  introduced  in  August  1989,  includes  original 
typeface  software  developed  by  Adobe's  font  designers.  The 
software  is  available  in  Macintosh,  IBM  PC,  and  NeXT  formats. 

Adobe  Illustrator  is  targeted  to  the  graphics  and  graphics 
illustration  markets.  The  product  enables  design  professionals  to 
create  and  lay  out  all  facets  of  a page  and  is  ideal  for  advertising 
and  packaging  design,  newspaper  layouts,  business  presentations, 
and  technical  illustrations. 

• Adobe  Illustrator  is  available  in  Macintosh,  IBM  PC,  NeXT, 
DEC,  and  Windows  formats  and  is  marketed  primarily  through 
the  retail  distribution  channel. 

• Adobe  Separator,  a component  of  Adobe  Illustrator  3.0,  is  utility 
software  for  the  Macintosh  that  allows  users  to  create  high- 
quality  color  separations  for  commercial  printing. 

Adobe  Streamline™,  introduced  in  April  1989,  is  a tracing  program 
that  automatically  converts  scaled  art  or  other  bitmapped  images 
into  Adobe  Illustrator  or  encapsulated  PostScript  language  files. 
Versions  are  available  for  the  Macintosh  and  the  IBM  PC. 

Adobe  Collector's  Edition,  introduced  in  August  1988,  is  a 
collection  of  pre-drawn,  modifiable  shapes,  patterns,  and  textures 
for  graphic  artists  designed  for  use  with  Adobe  Illustrator.  It  is 
available  in  Macintosh  and  IBM  PC  formats. 

TrueForm™,  introduced  in  August  1989,  is  a forms  processing 
program  for  the  Macintosh  used  to  automate  existing  forms  or 
create  new  ones. 

Adobe  Photoshop™,  introduced  in  February  1990,  is  a high-end 
image  enhancement  tool  for  the  Macintosh  designed  for  artists  and 
desktop  publishers. 

Lasertalk^  introduced  in  January  1988,  is  an  interactive  PostScript 
programming  and  debugging  environment  for  the  Macintosh  and 
IBM  PC. 
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Displaytalk™,  introduced  in  October  1989,  is  an  interactive  Display 
PostScript  programming  and  debugging  environment  for  NeXT 
systems. 

PostScript  Cartridges  and  Adobe  Type  Cartridges,  first  shipped  in 
August  1990,  bring  the  PostScript  language  benefits  of  scalable  type, 
gray-scale  Imaging,  and  broad  compatibility  across  applications  and 
computers  to  users  of  HP  LaserJet  series  II  printers. 

Products  added  with  the  acquisition  of  Emerald  City  Software 
include  Adobe  TypeAlign,  a type-styling  program;  Smart  Art,  a 
collection  of  PostScript  language  typographic  and  graphic  effects; 
and  Adobe  Type  Reunion,  a utility  program  that  organizes  the 
Macintosh  font  menu. 

Support  and  Training: 

Support  services  provided  by  Adobe  include  the  following; 

• Training  in  the  use  of  the  PostScript  language,  including  the 
extensions  for  the  Display  PostScript  system,  for  OEM 
customers,  software  developers,  and  corporate  accounts  is 
provided  for  a fee. 

- Three  courses  are  currently  available  with  additional  courses 
under  development  and  scheduled  to  be  available  later  this 
year. 

- PostScript  language  training  is  available  at  three  Adobe 
locations:  Mountain  View  (CA),  Boston  (MA),  and  the 
company's  Amsterdam  office.  Customers  may  also  request  on- 
site courses  or  custom  courses. 

- CLASSROOM  IN  A BOX™,  Adobe's  curriculum  kit,  is 
available  to  third-party  training  companies,  consultants, 
colleges,  and  universities  that  teach  Adobe  Illustrator  and 
Adobe  Photoshop  on  both  the  Macintosh  and  DOS  platforms. 

• Adobe  provides  free  telephone  support  for  a period  of  90  days  to 
registered  purchasers  of  Adobe  applications  software  products, 
including  downloadable  typeface  software  programs  and  the 
Adobe  Illustrator  family  of  products.  End  users  are  also 
supported  through  the  Adobe  Forum  on  CompuServe. 
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Industry  Markets 


Geographic 

Markets 


Approximately  61%  of  Adobe's  fiscal  1990  revenue  was  derived 
from  royalties  and  contract  revenue  from  OEMs,  and  39%  from 
end-user  sales  through  dealers,  distributors,  and  large  corporate 
accounts. 

The  major  distribution  channel  for  Adobe's  application  products  is 
through  dealers  and  distributors.  Adobe  products  are  offered  by 
over  6,000  dealers  in  the  U.S.  and  Canada  and  by  over  300  dealers 
throughout  Europe,  Australia,  and  Asia. 


INPUT  estimates  that  approximately  60%  of  Adobe's  fiscal  1991 
revenue  was  derived  from  the  U.S.  and  40%  from  international 
customers. 

Adobe  first  obtained  international  distribution  of  its  PostScript 
software  through  the  marketing  efforts  of  U.S.  hardware 
manufacturers  such  as  Apple,  DEC,  IBM,  and  QMS.  The  company 
has  since  expanded  its  OEM  client  base  to  include  European  and 
Japanese  manufacturers  that  distribute  PostScript  products 
worldwide. 

U.S.  offices  in  Mountain  View,  Boston,  Chicago,  Dallas,  New  York, 
Seattle,  and  Washington,  D.C.  support  major  accounts  for 
PostScript  products  and  direct  sales  and  support  for  application 
products. 

Adobe  Systems  Europe  is  headquartered  in  Amsterdam  and  has 
offices  in  the  U.K.,  Germany,  and  Sweden.  This  subsidiary  provides 
a range  of  services  in  Europe,  including  PostScript  training  classes, 
an  Adobe  Developers  Association  in  Europe,  technical  support  for 
users  of  PostScript  software,  and  support  for  a network  of  European 
distributors  of  PostScript  software. 

Adobe  Systems  Japan,  headquartered  in  Tokyo,  provides  marketing 
and  sales  support  services  to  Adobe  OEMs  and  ISVs  developing 
products  for  the  Japanese  market  and  to  Japanese  distributors  of 
Adobe  application  products. 
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COMPANY  PROFILE 


ADOBE  SYSTEMS  John  E.  Warnock,  Chairman  and  CEO 

INCORPORATED  Charles  M.  Geschke,  President  and  COO 

1585  Charleston  Road  Public  Corporation,  NASDAQ 

Mountain  View,  CA  94039-7900  Total  Employees;  508  (1 1 /90) 

(415)  961-4400  Total  Revenue,  Fiscal  Year  End 


11/30/90:  $168,730,000 

1 

The  Company 

Adobe  Systems,  founded  in  1983,  designs,  develops,  and  markets 
systems  and  application  software  used  to  print  and  display  text  and 
graphics  for  high  quality  electronic  printing  and  publishing 
applications  and  for  general  computer  use. 

• Adobe  is  the  developer  of  PostScript^  the  industry-standard 
page  description  language  for  electronic  printing  and 
publishing. 

C 

Adobe's  largest  revenue  source  is  from  royalties  received  from 
original  equipment  manufacturers  (OEMs)  that  license  Adobe's 
PostScript  interpreter  for  incorporation  into  their  computers, 
typesetters,  printers,  and  other  output  devices.  Royalties  from 
OEMs  contributed  62%  to  Adobe's  total  fiscal  1990  revenue. 

• Apple  Computer  is  Adobe's  single  largest  royalty  paying 
customer,  contributing  23%  to  Adobe's  total  fiscal  1990 
revenue. 

• In  November  1990,  Adobe  announced  a new  and  expanded 
technology  licensing  agreement  with  Apple  whereby  the  two 
companies  will  work  more  closely  together  to  provide  new 
products  based  on  Adobe's  PostScript  software  and  printer 
technology  developed  by  Apple. 

Adobe's  fiscal  1990  revenue  reached  $168.7  million,  a 39% 
increase  over  fiscal  1989  revenue  of  $121.4  million.  Net  income 
rose  19%,  from  $33.7  million  in  fiscal  1989  to  $40.1  million  in 
fiscal  1990.  A five-year  financial  summary  follows: 

O 
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ADOBE  SYSTEMS  INCORPORATED 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1 1 /30/90 

12/1/89 

11/30/88 

11/30/87 

11/30/86 

CAGR 

Revenue 

• Percent  increase 

$168.7 

$121.4 

$83.5 

$39.3 

$16.1 

80% 

from  previous  year 

39% 

45% 

112% 

144% 

249% 

Income  before  taxes 
• Percent  increase 

$66.3 

$54.9 

$35.8 

$16.9 

$7.2 

74% 

from  previous  year 

21% 

53% 

112% 

135% 

762% 

• Gross  margin 

39% 

45% 

43% 

43% 

45% 

Net  income 
• Percent  increase 

$40.1 

$33.7 

$21.1 

$9.0 

$3.6 

83% 

from  previous  year 

19% 

60% 

135% 

150% 

623% 

• Net  margin 

24% 

28% 

25% 

23% 

22% 

Earnings  per  share 
• Percent  increase 

$1.83 

$1.55 

$0.98 

$0.43 

$0.19 

76% 

from  previous  year 

18% 

58% 

1 28% 

1 26% 

533% 

Adobe's  OEM  customers  continue  to  develop  and  market  new 
printers,  typesetters,  and  other  output  devices  incorporating  the 
PostScript  interpreter.  At  the  end  of  fiscal  1990,  there  were  27 
customers  paying  royalties  to  Adobe,  compared  to  19  at  the  end  of 
fiscal  1989  and  13  at  the  end  of  fiscal  1988. 

• Apple  Computer's  contribution  to  Adobe's  total  revenue  has 
continued  to  decrease  from  33%  in  fiscal  1988,  to  25%  in  fiscal 
1989,  and  23%  in  fiscal  1990.  Adobe's  other  OEM  customers 
have  increased  their  contribution  to  Adobe's  total  revenue. 

• In  May  1989,  Apple  Computer  announced  that  it  would  offer  its 
customers  its  own  font  format  in  future  versions  of  its  operating 
system  for  the  Macintosh  computer  rather  than  support  only 
Adobe's.  In  July  1989,  Apple  Computer  sold  its  16.4%  common 
stock  position  in  Adobe  (3.4  million  shares)  in  an  unregistered, 
underwritten  transaction.  At  that  time,  Adobe  purchased 
300,000  shares  of  its  common  stock  from  the  underwriters. 

• In  September  1989,  Apple  Computer  and  Microsoft  announced 
joint  plans  to  support  the  Apple  font  technology.  Microsoft 
licensed  the  Apple  font  format  for  use  in  OS/2  under 
Presentation  Manager  and  Apple  licensed  Microsoft's 
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Key  Products 
Services 


May  1991 


implementation  of  the  PostScript  language.  To  date,  no 
products  have  been  delivered  under  this  agreement. 

Revenue  from  the  distribution  of  software  application  products  for 
the  end  user  increased  59%  during  fiscal  1990,  80%  during  fiscal 
1989,  and  88%  during  fiscal  1988. 

• Adobe  has  introduced  new  products  and  increased  the  number 
of  downloadable  typeface  programs  for  the  Apple  Macintosh 
and  IBM  PC. 

• Adobe  expects  that  the  application  products  business  will 
continue  to  experience  more  rapid  growth  than  royalty  revenues 
during  fiscal  1991. 

During  fiscal  1990  Adobe  made  two  acquisitions  for  an  aggregate 
purchase  price  of  $14.1  million,  payable  in  a combination  of  cash 
and  notes. 

• In  June  1990,  Adobe  announced  the  acquisition  of  BluePoint 
Technologies,  a New  Hampshire-based  designer  of  type 
rendering  chips.  Adobe  plans  to  use  BluePrint's  technology  to 
create  a chip  whose  input  is  the  Adobe  Type  1 format.  Adobe 
plans  to  design  the  chip  into  Adobe  controllers,  and  to  offer  it 
to  OEM  customers  as  an  option  to  increase  speed  of  text 
printing. 

• In  March  1990,  Adobe  acquired  Emerald  City  Software,  ti 
provider  of  PostScript-language-based  typographic  products  and 
development  tools  which  have  been  added  to  the  Adobe 
product  line.  These  include  Adobe  TypeAlign,  Smart  Art,  and 
Type  Reunion. 

As  of  November  30,  1990,  Adobe  had  508  employees.  The 
company  currently  has  546  employees. 


and  Approximately  62%  of  Adobe's  fiscal  1990  revenue  was  derived 
from  royalty  payments  from  OEMs  for  the  PostScript  interpreter, 
33%  from  application  software  product  licenses,  and  5%  from 
contract  development  fees. 

A three-year  summary  of  source  of  revenue  follows: 
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ADOBE  SYSTEMS  INCORPORATED 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FiSCAL  YEAR 

11/30/90 

12/1/89 

1 1 /30/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Royalties 

$105.3 

62% 

$81.9 

67% 

$61.6 

74% 

Application  software 
product  saies 

55.1 

33% 

34.7 

29% 

19.3 

23% 

Contract  revenue 

8.3 

5% 

4.8 

4% 

2.6 

3% 

TOTAL 

$168.7 

100% 

$121.4 

100% 

$83.5 

1 00% 

Systems  Products: 

The  PostScript  interpreter,  Adobe's  principal  product,  executes 
page  descriptions  generated  from  applications  programs  that 
support  the  PostScript  language  to  produce  documents  containing 
multiple  typefaces  and  graphics,  including  charts,  diagrams, 
drawings,  and  photographic  images. 

• Adobe  adapts  its  PostScript  software  to  meet  the  requirements 
of  each  OEM's  product.  In  most  cases,  Adobe  provides  its 
proprietary  designs  for  the  printer's  digital  controller.  Adobe 
currently  offers  four  RISC-based  printer  controllers,  offering 
OEMs  a solution  for  virtually  any  price  performance  objective 
they  may  have  for  a PostScript  output  device.  In  addition,  each 
printer  product  contains  a collection  of  typeface  software  in 
read-only  memory  which  is  licensed  to  the  manufacturer. 

• PostScript  is  also  Adobe's  name  for  its  page  description 
language  that  is  a set  of  rules  and  definitions  for  conveying 
information  about  the  appearance  of  a page  to  a printer. 

• The  PostScript  interpreter  is  licensed  to  OEMs  for  a royalty  fee. 
Upon  signing  the  license  agreement,  the  OEM  also  pays  Adobe 
a contract  development  fee  to  compensate  Adobe  for  the 
amount  of  development  work  required  by  Adobe  to  port  the 
PostScript  interpreter  to  the  output  device  on  which  it  will  be 
used. 
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• OEM  customers  that  are  currently  shipping  computers,  printers, 
or  typesetters  equipped  with  PostScript  interpreters  include 
Agfa  Compugraphic,  Apple,  AST,  Autologlc,  Canon, 
Dataproducts,  DEC,  Fujitsu,  GCC  Technologies,  Hewlett- 
Packard,  IBM,  Linotype,  Matsushita,  Monotype,  NEC 
Information  Systems,  NEC,  Oce  Graphics,  Okidata,  QMS, 
Qume,  Ricoh,  Scangraphic,  Scitex,  Seiko-Epson,  Texas 
Instruments,  Varityper,  and  Wang. 

• Approximately  340  software  companies  have  introduced  or 
announced  the  development  of  application  programs  that 
support  the  PostScript  interpreter.  Over  4,000  application 
programs  currently  support  the  PostScript  interpreter  and  run 
on  a variety  of  minicomputers,  mainframes,  and  Apple,  IBM, 
and  IBM-compatible  microcomputers. 

The  Display  PostScript'^  system  is  an  extension  of  the  PostScript 
software  for  interactive  use  on  workstation  displays.  It 
incorporates  the  same  imaging  model  and  language  used  in 
printers  with  PostScript  interpreters. 

• Announced  licensees  of  the  Display  PostScript  system  are 
NeXT,  DEC,  IBM,  Scitex,  and  Silicon  Graphics. 

• Among  the  major  software  companies  developing  applications 
for  the  Display  PostScript  system  are  Lotus,  WordPerfect,  and 
Frame  Technology. 

TranScript^'^  transforms  UNIX-based  documentation  into 
PostScript  language  files,  which  can  be  imaged  on  any  PostScript 
output  device.  The  product  is  licensed  through  OEMs  and  directly 
to  end  users. 

Applications  Products: 

The  Adobe  Type  Manager'^  (ATM),  introduced  in  October  1989, 
is  a software  utility  that  brings  high-quality  scalable  fonts  to 
monitors  and  low-cost  printers.  The  product  is  currently  available 
in  Apple  Macintosh  format. 

• ATM  product  is  being  distributed  through  Adobe's  retail 
distribution  channel  and  through  package  bundling  agreements 
with  Eastman  Kodak. 

• The  product  can  be  licensed  to  other  OEMs  for  inclusion  into 
low-cost  printers  or  windowing  systems  software. 
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• In  October  1990,  Adobe  released  a version  of  ATM  for 
Microsoft  Windows  3.0. 

• IBM's  OS/2  operating  system,  Version  1.3,  announced  in  late 
October,  incorporates  ATM  as  a standard  feature. 

The  Adobe  Type  Library  currently  includes  software  for  more 
than  700  typefaces,  or  fonts.  It  is  available  in  Macintosh,  IBM  PC, 
NeXT,  IBM  370,  and  DEC  formats. 

• Adobe  licenses  its  typeface  designs  from  the  original  foundries. 
Adobe  type  designers  have  also  developed  original  typefaces. 

• Adobe  also  licenses  software  tools  to  font  vendors  who  wish  to 
build  their  type  libraries  in  the  PostScript  language  format. 

Adobe  Font  Folio*‘''\  introduced  in  1988,  is  a hard  disk  that 
contains  the  entire  Adobe  Type  Library.  It  is  available  in 
Macintosh,  IBM  PC,  and  NeXT  formats. 

Adobe  Publishing  Packs,  introduced  in  December  1987,  are 
separate  typeface  collections  designed  to  address  specific  business 
applications.  The  packs  are  available  in  Macintosh  and  IBM  PC 
formats. 

Adobe  Originals™,  introduced  in  August  1989,  includes  original 
typeface  software  developed  by  Adobe's  font  designers.  The 
software  is  available  in  Macintosh,  IBM  PC,  and  NeXT  formats. 

Adobe  Illustrator  is  targeted  to  the  graphics  and  graphics 
illustration  markets.  The  product  enables  design  professionals  to 
create  and  lay  out  all  facets  of  a page  and  is  ideal  for  advertising 
and  packaging  design,  newspaper  layouts,  business  presentations, 
and  technical  illustrations. 

• Adobe  Illustrator  is  available  in  Macintosh  and  IBM  PC 
formats  and  is  marketed  primarily  through  the  retail 
distribution  channel. 

• Adobe  Separator,  a component  of  Adobe  Illustrator  3.0,  is 
utility  software  for  the  Macintosh  that  allows  users  to  create 
high-quality  color  separations  for  commercial  printing. 

Adobe  Illustrator-Windows  Version,  introduced  in  January  1989, 
is  used  by  technical  illustrators  in  engineering  and  manufacturing. 

Adobe  Streamline™,  introduced  in  April  1989,  is  a tracing 
program  that  automatically  converts  scaled  art  or  other  bitmapped 
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images  into  Adobe  Illustrator  or  encapsulated  PostScript  language 
files.  Versions  are  available  for  the  Macintosh  and  the  IBM  PC. 

Adobe  Collector's  Edition,  introduced  in  August  1988,  is  a 
collection  of  pre-drawn,  modifiable  shapes,  patterns,  and  textures 
for  graphic  artists  designed  for  use  with  Adobe  Illustrator.  It  is 
available  in  Macintosh  and  IBM  PC  formats. 

TrueForm™,  introduced  in  August  1989,  is  a forms  processing 
program  for  the  Macintosh  used  to  automate  existing  forms  or 
create  new  ones. 

Adobe  Photoshop™,  introduced  in  February  1990,  is  a high-end 
image  enhancement  tool  for  the  Macintosh  designed  for  artists 
and  desktop  publishers. 

Adobe  Type  Set  I and  II  are  Adobe  Type  Manager  companion 
products  for  the  Macintosh,  each  containing  seven  display  font 
software  programs. 

Adobe  Plus  Pack  is  a collection  of  22  typefaces  which,  with  Adobe 
Type  Manager,  complete  the  standard  set  of  fonts  available  in  the 
Laser  Writer  II. 

Lasertalk*^,  introduced  in  January  1988,  is  an  interactive  PostScript 
programming  and  debugging  environment  for  the  Macintosh  and 
IBM  PC. 

Displaytalk™,  introduced  in  October  1989,  is  an  interactive 
Display  PostScript  programming  and  debugging  environment  for 
NeXT  systems. 

PostScript  Cartridges  and  Adobe  Type  Cartridges,  first  shipped  in 
August  1990,  bring  the  PostScript  language  benefits  of  scalable 
type,  gray-scale  imaging,  and  broad  compatibility  across 
applications  and  computers  to  users  of  HP  LaserJet  series  II 
printers. 

Products  added  with  the  acquisition  of  Emerald  City  Software 
include  Adobe  TypeAlign,  a type-styling  program;  Smart  Art,  a 
collection  of  PostScript  language  typographic  and  graphic  effects; 
and  Adobe  Type  Reunion,  a utility  program  that  organizes  the 
Macintosh  font  menu. 

Support  and  Training: 

Support  services  provided  by  Adobe  include  the  following; 
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Industry  Markets 


Geographic 

Markets 


• Training  in  the  use  of  the  PostScript  language,  including  the 
extensions  for  the  Display  PostScript  system,  for  OEM 
customers,  software  developers,  and  corporate  accounts  is 
provided  for  a fee. 

- Three  courses  are  currently  available  with  additional  courses 
under  development  and  scheduled  to  be  available  later  this 
year. 

- PostScript  language  training  is  available  at  three  Adobe 
locations:  Mountain  View  (CA),  Boston  (MA),  and  the 
company's  Amsterdam  office.  Customers  may  also  request 
on-site  courses  or  custom  courses. 

- CLASSROOM  IN  A BOX™,  Adobe's  curriculum  kit,  is 
available  to  third-party  training  companies,  consultants, 
colleges,  and  universities  that  teach  Adobe  Illustrator  and 
Adobe  Photoshop  on  both  the  Macintosh  and  DOS 
platforms. 

• Adobe  provides  free  telephone  support  for  a period  of  90  days 
to  registered  purchasers  of  Adobe  application  software 
products,  including  downloadable  typeface  software  programs 
and  the  Adobe  Illustrator  family  of  products.  End  users  are 
also  supported  through  the  Adobe  Forum  on  CompuServe. 


Approximately  67%  of  Adobe's  fiscal  1990  revenue  was  derived 
from  royalties  and  contract  revenue  from  OEMs,  and  33%  from 
end  user  sales  through  dealers,  distributors,  and  large  corporate 
accounts. 

The  major  distribution  channel  for  Adobe's  applications  products 
is  through  dealers  and  distributors.  Adobe  products  are  offered  by 
over  3,000  dealers  in  the  U.S.  and  Canada  and  by  over  300  dealers 
throughout  Europe  and  Australia. 


INPUT  estimates  approximately  60%  of  Adobe's  fiscal  1990 
revenue  was  derived  from  the  U.S.  and  40%  from  international 
customers. 

Adobe  first  obtained  international  distribution  of  its  PostScript 
software  through  the  marketing  efforts  of  U.S.  hardware 
manufacturers  such  as  Apple,  DEC,  IBM,  and  QMS.  The 
company  has  since  expanded  its  OEM  client  base  to  include 
European  and  Japanese  manufacturers  that  distribute  PostScript 
products  worldwide. 
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U.S.  offices  in  Mountain  View,  Boston,  Chicago,  Dallas,  New 
York,  Seattle,  and  Washington,  D.C.  support  major  accounts  for 
PostScript  products  and  direct  sales  and  support  for  application 
products. 

Adobe  Systems  Europe  is  headquartered  in  Amsterdam  and  has 
offices  in  the  U.K.,  Germany,  and  Sweden.  This  subsidiary 
provides  a range  of  services  in  Europe,  including  PostScript 
training  classes,  an  Adobe  Developers  Association  in  Europe, 
technical  support  for  users  of  PostScript  software,  and  support  for 
a network  of  European  distributors  of  PostScript  software. 

Adobe  Systems  Japan,  headquartered  in  Tokyo,  provides 
marketing  and  sales  support  services  to  Adobe  OEMs  and  ISVs 
developing  products  for  the  Japanese  market  and  to  Japanese 
distributors  of  Adobe  applications  products. 
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COMPANY  PROFILE 


ADOBE  SYSTEMS 
INCORPORATED 

1 585  Charleston  Road 
Mountain  View,  CA  94039-7900 
(415)  961-4400 


John  E.  Warnock,  Chairman  and  CEO 
Charles  M.  Geschke,  President  and  COO 
Public  Corporation,  NASDAQ 
Total  Employees:  383(12/89) 

Total  Revenue,  Fiscal  Year  End 
12/1/89:  $121,358,000 


The  Company 


Adobe  Systems,  founded  in  1983,  designs,  develops,  and  markets 
systems  and  application  software  used  to  print  and  display  text  and 
graphics  for  high  quality  electronic  printing  and  publishing 
applications  and  for  general  computer  use. 

• Adobe  is  the  developer  of  PostScript™,  the  industry-standard 
page  description  language  for  electronic  printing  and 
publishing. 

Adobe's  largest  revenue  source  is  from  royalties  received  from 
original  equipment  manufacturers  (OEMs)  that  license  Adobe's 
PostScript  interpreter  for  incorporation  into  their  computers, 
typesetters,  printers,  and  other  output  devices.  Royalties  from 
OEMs  contributed  67%  to  Adobe's  total  fiscal  1989  revenue. 

• Apple  Computer  is  Adobe's  single  largest  royalty  paying 
customer,  contributing  25%  to  Adobe's  total  fiscal  1989 
revenue. 

• In  September  1990,  Adobe  announced  a letter  of  intent  for  a 
new  and  expanded  technology  licensing  agreement  with  Apple 
whereby  the  two  companies  will  work  closer  together  to  provide 
new  products  based  on  Adobe's  PostScript  software  and  printer 
technology  developed  by  Apple. 

Revenue  for  the  nine  months  ending  August  31,  1990  reached 
$115.4  million,  a 38%  increase  over  $83.7  million  for  the  same 
period  in  1989.  Net  income  rose  18%,  from  $23.7  million  to  $28.0 
million.  Apple  remainded  the  company's  largest  customer, 
accounting  for  22%  of  Adobe's  revenue. 

Adobe's  fiscal  1989  revenue  reached  $121.4  million,  a 45% 
increase  over  fiscal  1988  revenue  of  $83.5  million.  Net  income 
rose  60%,  from  $21.1  million  in  fiscal  1988  to  over  $33.7  million  in 
fiscal  1989.  A five-year  financial  summary  follows: 
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ADOBE  SYSTEMS  INCORPORATED 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

12/1/89 

11/30/88 

11/30/87 

11/30/86 

11/30/85 

CAGR 

Revenue 

• Percent  increase 

$121.4 

$83.5 

$39.3 

$16.1 

$4.6 

127% 

from  previous  year 

45% 

112% 

144% 

249% 

108% 

Income  before  taxes 
• Percent  increase 

$54.9 

$35.8 

$16.9 

$7.2 

$0.8 

188% 

from  previous  year 

53% 

112% 

135% 

762% 

★ 

Net  income 
• Percent  increase 

$33.7 

$21.1 

$9.0 

$3.6 

$0.5 

187% 

from  previous  year 

60% 

135% 

150% 

623% 

755% 

Earnings  per  share 
• Percent  increase 

$1.55 

$0.98 

$0.43 

$0.19 

$0.03 

168% 

from  previous  year 

58% 

128% 

126% 

533% 

N/A 

* Percent  change  exceeds  1,000%. 


Adobe's  OEM  customers  continue  to  develop  and  market  new 
printers,  typesetters,  and  other  output  devices  incorporating  the 
PostScript  interpreter.  At  the  end  of  fiscal  1989,  there  were  19 
customers  paying  royalties  to  Adobe,  compared  to  13  at  the  end  of 
fiscal  1988  and  eight  at  the  end  of  fiscal  1987. 

• Apple  Computer's  contribution  to  Adobe's  total  revenue  has 
continued  to  decrease  from  49%  in  fiscal  1987,  to  33%  in  fiscal 
1988,  and  25%  in  fiscal  1989.  Adobe's  other  OEM  customers 
have  increased  their  contribution  to  Adobe's  total  revenue. 

• In  May  1989,  Apple  Computer  announced  that  it  would  offer  its 
customers  its  own  font  format  in  future  versions  of  its  operating 
system  for  the  Macintosh  computer  rather  than  support  only 
Adobe's.  In  July  1989,  Apple  Computer  sold  its  16.4%  common 
stock  position  in  Adobe  (3.4  million  shares)  in  an  unregistered, 
underwritten  transaction.  At  that  time,  Adobe  purchased 
300,000  shares  of  its  common  stock  from  the  underwriters. 

• In  September  1989,  Apple  Computer  and  Microsoft  announced 
joint  plans  to  support  the  Apple  font  technology.  Microsoft 
licensed  the  Apple  font  format  for  use  in  OS/2  under 
Presentation  Manager  and  Apple  licensed  Microsoft's 
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implementation  of  the  PostScript  language.  To  date,  no 
products  have  been  delivered  under  this  agreement. 

Revenue  from  the  distribution  of  software  application  products  for 
the  end  user  increased  80%  during  fiscal  1989  and  88%  during 
fiscal  1988.  Adobe  has  introduced  new  products  and  increased  the 
number  of  downloadable  typeface  programs  for  the  Apple 
Macintosh  and  IBM  PC. 

In  June  1990,  Adobe  announced  the  acquisition  of  BluePoint 
Technologies,  a New  Hampshire-based  designer  of  type  rendering 
chips.  Adobe  plans  to  use  BluePrint's  technology  to  create  a chip 
whose  input  is  the  Adobe  Type  1 format.  Adobe  plans  to  design 
the  chip  into  Adobe  controllers,  and  to  offer  it  to  OEM  customers 
as  an  option  to  increase  speed  of  text  printing. 

As  of  December  1,  1989,  Adobe  had  383  employees.  The 
company  currently  has  485  employees. 


Key  Products  and  Approximately  67%  of  Adobe's  fiscal  1989  revenue  was  derived 
Services  from  royalty  payments  from  OEMs  for  the  PostScript  interpreter, 

29%  from  application  software  product  licenses,  and  4%  from 
contract  development  fees. 

A three-year  summary  of  source  of  revenue  follows: 

ADOBE  SYSTEMS  INCORPORATED 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

12/1/89 

11/30/88 

11/30/87 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Royalties 

$81.9 

67% 

$61.6 

74% 

$27.2 

69% 

Application  software 
product  sales 

34.7 

29% 

19.3 

23% 

10.3 

26% 

Contract  revenue 

4.8 

4% 

2.6 

3% 

1.8 

5% 

TOTAL 

$121.4 

100% 

$83.5 

100% 

$39.3 

100% 
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Systems  Products: 

The  PostScript  interpreter,  Adobe's  principal  product,  executes 
page  descriptions  generated  from  applications  programs  that 
support  the  PostScript  language  to  produce  documents  containing 
multiple  typefaces  and  graphics,  including  charts,  diagrams, 
drawings,  and  photographic  images. 

• Adobe  adapts  its  PostScript  software  to  meet  the  requirements 
of  each  OEMs  product.  In  most  cases,  Adobe  provides  its 
proprietary  designs  for  the  printer's  digital  controller.  Adobe 
currently  offers  four  RISC-based  printer  controllers,  offering 
OEMs  a solution  for  virtually  any  price  performance  objective 
they  may  have  for  a PostScript  output  device.  In  addition,  each 
printer  product  contains  a collection  of  typeface  software  in 
read-only  memory  which  is  licensed  to  the  manufacturer. 

• PostScript  is  also  Adobe's  name  for  its  page  description 
language  that  is  a set  of  rules  and  definitions  for  conveying 
information  about  the  appearance  of  a page  to  a printer. 

• The  PostScript  interpreter  is  licensed  to  OEMs  for  a royalty  fee. 
Upon  signing  the  license  agreement,  the  OEM  also  pays  Adobe 
a contract  development  fee  to  compensate  Adobe  for  the 
amount  of  development  work  required  by  Adobe  to  port  the 
PostScript  interpreter  to  the  output  device  on  which  it  will  be 
used. 

• Since  1985,  when  the  first  PostScript  laser  printer  was 
introduced,  Adobe's  OEMs  have  shipped  over  725,000 
PostScript  printers  and  typesetters.  More  than  80  PostScript 
products  are  currently  shipping  and  over  70  more  are  in 
development. 

• OEM  customers  that  are  currently  shipping  computers,  printers, 
or  typesetters  equipped  with  PostScript  interpreters  include 
Agfa  Compugraphic,  Apple,  AST,  Autologic,  Dataproducts, 
Canon,  DEC,  Fujitsu,  GCC  Technologies,  Hewlett-Packard, 
IBM,  Linotype,  Matsushita,  Monotype,  NEC  Information 
Systems,  NEC,  NeXT,  Oce  Graphics,  Optronics,  QMS,  Qume, 
Ricoh,  Scangraphic,  Texas  Instruments,  Varityper,  and  Wang. 

• Approximately  340  software  companies  have  introduced  or 
announced  the  development  of  application  programs  that 
support  the  PostScript  interpreter.  Over  4,000  application 
programs  currently  support  the  PostScript  interpreter  and  run 
on  a variety  of  minicomputers,  mainframes,  and  Apple,  IBM, 
and  IBM-compatible  microcomputers. 
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The  Display  PostScript^  system  is  an  extension  of  the  PostScript 
software  for  interactive  use  on  workstation  displays.  It 
incorporates  the  same  imaging  model  and  language  used  in 
printers  with  PostScript  interpreters. 

• Aimounced  licensees  of  the  Display  PostScript  system  are 
NeXT,  DEC,  IBM,  Scitex,  and  Silicon  Graphics. 

• Among  the  major  software  companies  developing  applications 
for  the  Display  PostScript  system  are  Lotus,  WordPerfect,  and 
Frame  Technology. 

TranScript™  transforms  UNIX-based  documentation  into 
PostScript  language  files,  which  can  be  imaged  on  any  PostScript 
output  device.  The  product  is  licensed  through  OEMs  and  directly 
to  end  users. 

Applications  Products: 

The  Adobe  Type  Manager™  (ATM),  introduced  in  October  1989, 
is  a software  utility  that  brings  high-quality  scalable  fonts  to 
monitors  and  low-cost  printers.  The  product  is  currently  available 
in  Apple  Macintosh  format. 

• ATM  product  is  being  distributed  through  Adobe's  retail 
distribution  channel  and  through  package  bundling  agreements 
with  Eastman  Kodak. 

• The  product  can  be  licensed  to  other  OEMs  for  inclusion  into 
low-cost  printers  or  in  the  windowing  systems  software. 

• In  October  1990,  Adobe  released  a version  of  ATM  for 
Microsoft  Windows  3.0. 

• IBM's  OS/2  operating  system.  Version  1.3,  announced  in  late 
October,  incorporates  ATM  as  a standard  feature. 

The  Adobe  Type  Library  currently  includes  software  for  more 
than  700  typefaces,  or  fonts.  It  is  available  in  Macintosh,  IBM  PC, 
NeXT,  IBM  370,  and  DEC  formats. 

• Adobe  licenses  its  typeface  designs  from  the  original  foundries. 
Adobe  type  designers  have  also  developed  original  typefaces. 

• Adobe  also  licenses  software  tools  to  font  vendors  who  wish  to 
build  their  type  libraries  in  the  PostScript  language  format. 
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Adobe  Font  Folio™,  introduced  in  1988,  is  a hard  disk  that 
contains  the  entire  Adobe  Type  Library.  It  is  available  in 
Macintosh,  IBM  PC,  and  NeXT  formats. 

Adobe  Publishing  Packs,  introduced  in  December  1987,  are 
separate  typeface  collections  designed  to  address  specific  business 
applications.  The  packs  are  available  in  Macintosh  and  IBM  PC 
formats. 

Adobe  Originals™,  introduced  in  August  1989,  includes  original 
typeface  software  developed  by  Adobe's  font  designers.  The 
software  is  available  in  Macintosh,  IBM  PC,  and  NeXT  formats. 

Adobe  Illustrator  is  targeted  to  the  graphics  and  graphics 
illustration  markets.  The  product  enables  design  professionals  to 
create  and  lay  out  all  facets  of  a page  and  is  ideal  for  advertising 
and  packaging  design,  newspaper  layouts,  business  presentations, 
and  technical  illustrations.  Adobe  Illustrator  is  available  in 
Macintosh  and  IBM  PC  formats  and  is  marketed  primarily  through 
the  retail  distribution  channel. 

Adobe  Illustrator-Windows  Version,  introduced  in  January  1989, 
is  used  by  technical  illustrators  in  engineering  and  manufacturing. 

Adobe  Streamline™,  introduced  in  April  1989,  is  a tracing 
program  that  automatically  converts  scaled  art  or  other  bitmapped 
images  into  Adobe  Illustrator  or  encapsulated  Postscript  language 
files.  Versions  are  available  for  the  Macintosh  and  the  IBM  PC. 

Adobe  Collector's  Edition,  introduced  in  August  1988,  is  a 
collection  of  pre-drawn,  modifiable  shapes,  patterns,  and  textures 
for  graphic  artists  designed  for  use  with  Adobe  Illustrator.  It  is 
available  in  Macintosh  and  IBM  PC  formats. 

TrueForm™,  introduced  in  August  1989,  is  a forms  processing 
program  for  the  Macintosh  used  to  automate  existing  forms  or 
create  new  ones. 

Adobe  Photoshop™,  introduced  in  February  1990,  is  a high-end 
image  enhancement  tool  for  the  Macintosh  designed  for  artists 
and  desktop  publishers. 

Adobe  Separator  is  utility  software  for  the  Macintosh  that  allows 
users  to  create  high-quality  color  separations  for  commercial 
printing. 
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Adobe  Type  Set  I and  II  are  Adobe  Type  Manager  companion 
products  for  the  Macintosh,  each  containing  seven  display  font 
software  programs. 

Adobe  Plus  Pack  is  a collection  of  22  typefaces  which,  with  Adobe 
Type  Manager,  complete  the  standard  set  of  fonts  available  in  the 
Laser  Writer  II. 

Adobe  Type  Reunion™,  introduced  in  April  1990,  is  font  utility 
software  that  automatically  organizes  the  standard  Macintosh  font 
menu  for  easier  selection  of  type. 

Smart  Art™,  introduced  in  March  1989,  is  a library  of  automatic 
custom  effects  for  headline  text  and  graphics  for  the  Macintosh. 

Lasertalk^,  introduced  in  January  1988,  is  an  interactive  PostScript 
programming  and  debugging  environment  for  the  Macintosh  and 
IBM  PC. 

Displaytalk™,  introduced  in  October  1989,  is  an  interactive 
Display  PostScript  programming  and  debugging  environment  for 
NeXT  systems. 

Support  and  Training: 

Support  services  provided  by  Adobe  include  the  following: 

• Training  in  the  use  of  the  PostScript  language,  including  the 
extensions  for  the  Display  PostScript  system,  for  OEM 
customers,  software  developers,  and  corporate  accounts  is 
provided  for  a fee. 

- Three  courses  are  currently  available  with  additional  courses 
under  development  and  scheduled  to  be  available  later  this 
year. 

• PostScript  language  training  is  available  at  three  Adobe 
locations:  Mountain  View  (CA),  Boston  (MA),  and  the 
company's  Amsterdam  office.  Customers  may  also  request 
on-site  courses  or  custom  courses. 

• CLASSROOM  IN  A BOX™,  Adobe's  curriculum  kit,  is 
available  to  third-party  training  companies,  consultants, 
colleges,  and  universities  that  teach  Adobe  Illustrator  on 
both  the  Macintosh  and  DOS  platforms. 

• Adobe  provides  free  telephone  support  for  a period  of  90  days 
to  registered  purchasers  of  Adobe,  application  software 
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Industry  Markets 


Geographic 

Markets 


products,  including  downloadable  typeface  software  programs 
and  the  Adobe  Illustrator  family  of  products.  End  users  are 
also  supported  through  the  Adobe  Forum  on  CompuServe. 


Approximately  71%  of  Adobe's  fiscal  1989  revenue  was  derived 
from  royalties  and  contract  revenue  from  OEMs,  and  29%  from 
end  user  sales  through  dealers,  distributors,  and  large  corporate 
accounts. 

The  major  distribution  channel  for  Adobe's  applications  products 
is  through  dealers  and  distributors.  Adobe  products  are  offered  by 
over  3,000  dealers  in  the  U.S.  and  Canada  and  by  over  300  dealers 
throughout  Europe  and  Australia. 


INPUT  estimates  approximately  70%  of  Adobe's  fiscal  1989 
revenue  was  derived  from  the  U.S.  and  30%  from  international 
customers. 

Adobe  first  obtained  international  distribution  of  its  PostScript 
software  through  the  marketing  efforts  of  U.S.  hardware 
manufacturers  such  as  Apple,  DEC,  IBM,  and  QMS.  The 
company  has  since  expanded  its  OEM  client  base  to  include 
European  and  Japanese  manufacturers  which  distribute  PostScript 
products  worldwide. 

In  addition  to  its  headquarters  in  Mountain  View,  Adobe  has  U.S. 
sales  offices  in  Atlanta,  Boston,  New  York,  and  Washington,  D.C. 

Adobe  Systems  Europe,  with  45  employees,  is  headquartered  in 
Amdsterdam  and  has  offices  in  London  and  Munich.  This 
subsidiary  provides  a range  of  services  in  Europe,  including 
PostScript  training  classes,  an  Adobe  Developers  Association  in 
Europe,  technical  support  for  users  of  PostScript  software,  and 
support  for  a network  of  26  European  distributors  of  PostScript 
software. 

Adobe  Systems  Japan  has  an  office  in  Tokyo  with  12  employees 
providing  marketing  and  sales  support  services  to  Adobe  OEMs 
and  ISVs  developing  products  for  the  Japanese  market  and  to 
Japanese  distributors  of  Adobe  applications  products. 
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1 870  Embarcadero  Road 
Palo  Alto,  CA  94303 
(415)  852-0271 


John  E.  Warnock,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  80 
Total  Revenue,  Fiscal  Year  End: 
11/30/86:  $16,055,000 
Computer  Services  Revenue: 
$13,373,000 


THE  COMPANY 


Adobe  Systems  Inc.,  incorporated  in  October  1983,  designs,  develops,  and 
markets  systems  software  used  in  laser  printers,  typesetters,  and  other  output 
devices  to  print  integrated  text  and  graphics  for  high  quality  electronic 
printing  and  publishing  applications. 

In  August  1986  Adobe  sold  550,000  shares  of  its  common  stock  In  its  initial 
public  offering.  Net  proceeds  of  approximately  $5.2  million  will  be  used  for 
general  corporate  purposes,  including  working  capital  and  product 
development. 

Revenue  in  fiscal  1986  reached  $16.1  million,  a 249%  increase  over  fiscal  1985 
revenue  of  $4.6  million.  Net  income  was  $3.6  million,  an  increase  of  623% 
over  fiscal  1985  net  income  of  $496,000.  A three-year  financial  summary 
follows: 
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ADOBE  SYSTEMS  INC. 

THREE- YEAR  FINANCIAL  SUMMARY 
($  thousands) 


— -....____^^FISCAL  YEAR 
ITEM 

11/86 

11/85 

11/84 

Revenue 

$ 16,055 

$4,604 

$ 2,209 

. Percent  increase 

from  previous  year 

249% 

108% 

N/A 

Income  (loss)  before 

taxes 

$ 7,220 

$ 838 

$ (27) 

. Percent  increase 

from  previous  year 

762% 

* 

N/A 

Net  income 

$ 3,586 

$ 496 

$ 58 

. Percent  increase 

from  previous  year 

623% 

755% 

N/A 

Earnings  per  share 

$ 0.76 

$ 0.11 

$ 0.02 

. Percent  increase 

from  previous  year 

591% 

450% 

N/A 

♦Percent  increase  exceeds  1,000% 


• Adobe  attributes  revenue  growth  to  its  emergence  from  its  research  and 
development  stage  to  the  commercial  use  of  its  products. 

• Revenue  for  the  three  months  ending  February  28,  1987  was  $6.9  million,  a 
188%  increase  over  revenue  of  $2.4  million  for  the  same  period  in  1986.  Net 
income  reached  $1.58  million,  a 188%  increase  over  $550,000  for  the  same 
period  in  I 986. 

• In  March  1987,  IBM  signed  an  agreement  to  license  Adobe's  page  description 
language  and  software.  This  event  has  helped  Adobe  to  achieve  its  goal  of 
establishing  an  industry  standard. 

• As  of  November  30,  1986,  Adobe  had  80  employees.  Currently  Adobe  has 
approximately  1 15  employees,  segmented  as  follows; 

Marketing  and  sales  52 

Product  development/technical  services  51 

General  and  administrative  1 2 

115 

• Adobe  faces  direct  competition  from  Xerox  Corporation's  Interpress  language 
and  will  face  direct  competition  from  Imogen's  DDL-Document  Description 
Language  when  DDL  begins  shipping. 
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Indirect  connpetition  comes  from  major  computer  and  printer 
companies  which  have  developed  and  may  develop  competitive 
software  internally  or  which  may  adopt  a page  description  language 
other  than  Adobe's. 

KEY  PRODUCTS  AND  SERVICES 

• Adobe  derives  royalty  revenue  from  original  equipment  manufacturers  (OEMs) 
that  license  Adobe's  proprietary  software;  product  sales  and  enhancement 
revenue  from  the  sale  of  new  typefaces,  end-user  application  software, 
product  instruction  manuals,  and  product  enhancements;  and  contract  revenue 
for  research  and  development  services  provided  by  Adobe  to  adapt  its 
products  to  the  OEMs'  hardware  products.  A three-year  source  of  revenue 
summary  follows  ($  thousands): 


FISCAL  YEAR 

11/86 

11/85 

11/84 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Computer  services 
. Royalties  (system 
software) 

$ 12,200 

76% 

$3,374 

73% 

. Contract 
revenue 

Subtotal 

1,173 
$ 13,373 

_7 

83% 

835 

$4,209 

ii 

91% 

$2,209 

$2,209 

100% 

100% 

Noncomputer  services 
Product  sales  and 
enhancements 

$ 2,682 

17% 

$ 395 

9% 

Total  revenue 

$ 16,055 

100% 

$4,604 

100% 

$2,209 

1 00% 

• PostScript  is  a systems  software  program  that  interprets  PostScript  language 
commands  to  describe  the  appearance  of  a printed  page  by  communicating 
where  each  character,  line,  curve,  or  image  is  to  be  placed  on  a page. 

PostScript  is  also  Adobe's  name  for  its  page  description  language  that 
is  a set  of  rules  and  definitions  for  conveying  information  about  the 
appearance  of  a page  to  a printer. 

PostScript  is  licensed  to  OEMs  for  a royalty  that  is  expressed  as  a 
percentage  of  the  list  price  or  of  the  net  receipts  of  the  output  device 
incorporating  PostScript. 

Upon  signing  the  license  agreement,  the  OEM  also  pays  Adobe  a 
contract  development  fee  to  compensate  Adobe  for  the  amount  of 
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development  work  required  by  Adobe  to  port  PostScript  to  the  output 
device  on  which  it  will  be  used. 

Manufacturers  that  have  shipped  products  Incorporating  Adobe's 
products  include  Apollo  Computer,  Apple  Computer,  Dataproducts, 
Linotype  GmbH,  NBI,  QMS,  Texas  Instruments,  and  DEC. 

Wang,  IBM,  NEC,  and  Qume  have  signed  agreements  with  Adobe  but 
have  not  yet  announced  or  shipped  a printer  equipped  with  the 
PostScript  interpreter. 

• Adobe  also  offers  the  following  products  which  are  based  on  PostScript. 

TranScript,  another  systems  software  product,  allows  the  UNIX-based 
host  composition  language,  troff  (typesetting  run  off),  to  drive  printers 
using  PostScript. 

. TranScript  is  licensed  through  OEM  channels  as  well  as  direct  to 
end  users.  End-user  license  fees  range  from  $495  to  $2,995 
depending  on  the  type  of  license. 

Adobe  Illustrator  is  an  art  production  tool  for  producing  high  quality 
line  art  and  illustrations.  The  Adobe  Illustrator  uses  precise  curves  and 
lines.  Users  can  create  new  Illustrations  or  trace  existing  artwork,  add 
captions,  and  then  modify  the  artwork. 

. Adobe  Illustrator,  introduced  in  March  1987,  costs  $495  and  is 
sold  through  retail  distribution  channels. 

• Adobe  offers  PostScript-compatible  typefaces  for  use  on  printers  through 
retail  distribution  channels.  Some  typefaces  are  offered  to  OEM  customers  as 
system  enhancements  on  a royalty-bearing  typeface  license  basis. 

INDUSTRY  MARKETS 

• Adobe  derived  all  of  its  fiscal  1986  revenue  from  computer,  printer,  and 
typesetter  manufacturers  and  dealers  and  distributors. 

• Apple  Computer,  Inc.  accounted  for  84%,  73%,  and  68%  of  Adobe's  total 
revenue  for  fiscal  years  1986,  1985,  and  1984,  respectively. 

0 Since  one  of  Adobe's  goals  is  to  promote  the  PostScript  language  as  an 
industry  standard,  Adobe  has  placed  the  PostScript  language  in  the  public 
domain. 

GEOGRAPHIC  MARKETS 

• Adobe  derives  virtually  all  of  its  revenue  from  the  U.S. 
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COMPUTER  HARDWARE 

• Adobe  has  the  following  hardware  installed  at  its  headquarters  location: 

3 DEC  VAX  1 1 /750s,  VMS,  UNIX  Berkeley  4.2. 

2 DEC  MicroVAX  11,  UNIX. 

4 Sun  3/1 80s,  UNIX. 

1 Sun  3/280,  UNIX. 

40  Sun  3/50s,  UNIX. 

5 Sun  2s,  UNIX. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program 


August  1997 

Admiral  Pic 


15  Victoria  Avenue 
Camberley 
Surrey  GU15  3HP 
U.K. 

Tel:  01276  682268 

Fax:  01276  691541 

Internet:  http://www.admiral.co.uk 

• Major  software  products  include  Visual 
Works  and  Paradigm  Plus. 

• Admiral  has  recently  merged  and 
reorganized  its  products  divisions  with  its 
customer  services  division,  in  order  to 
address  its  poor  performance. 

Company  Description 

Founded  in  1979,  Admiral  originally  focused 
on  the  government  and  defense  industries.  It 
has  since  diversified  into  the  financial  and 


Chairman: 

Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Clay  Brendish 
Public 
1 ,776  (6/97) 
£90,800,000 
$53,027,200 
12/31/96 


Key  Points 

• Admiral  Pic  is  a computer  services  company 
encompassing  consultancy,  training, 
systems  development,  and  software. 


• Admiral  is  continuing  its  globalization 
strategy  by  establishing  companies  in 
Malaysia,  France,  and  Belgium. 

• Major  clients  include  Barclays  Bank, 
Syntegra,  the  computing  services  arm  of 
British  Telecommunications,  and  The 
British  Ministry  of  Defense. 


commercial  sectors. 

The  majority  of  Admiral’s  revenue  is  derived 
from  its  consultancy  and  systems  development 
divisions.  Admiral  has  maintained  consistent, 
profitable  growth  and  has  never  experienced 
an  earnings  reversal.  Between  1994  and  1996 
it  experienced  revenue  growth  of  more  than 
30%  each  year. 
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Operations  and  Structure 

Admiral’s  board  of  directors  is  headed  by  the 
executive  chairman,  Clay  Brendish.  Admiral 
is  headquartered  in  Camberley  (U.K.),  with 
offices  throughout  the  U.K.,  in  Dublin 
(Ireland),  Boulogne  (France),  Wemmel 
(Belgium),  Australia,  Singapore,  and 
Malaysia. 

Admiral  has  four  operating  companies  in  the 
U.K.: 

• Admiral  Computing  Limited,  providing 
information  technology  system  development 
services  and  product  integration 

• Admiral  Management  Services  Limited, 
Admiral’s  consultancy  subsidiary 

• Admiral  Training,  providing  training 
development  and  delivery  services 

• Admiral  Customer  Solutions,  Admiral’s 
marketing,  development,  and  software 
support  division 

The  core  companies  of  these  four  are  Admiral 
Computing  and  Admiral  Management 
Services. 

Admiral  also  has  the  following  subsidiaries: 

• Decylog,  Admiral’s  French  subsidiary, 
provides  a full  range  of  information 
technology  services  and  consulting  services 
to  major  industrial  companies  in  the 
aeronautics,  defense  electronics,  energy,  and 
telecommunications  sectors  in  the  French 
market. 

• Delphy,  Admiral’s  Belgian  subsidiary,  works 
alongside  Admiral  Computing. 


Employees 

As  of  June  30,  1997,  Admiral  had  1,776 
employees  worldwide,  compared  to  1,471  one 
year  prior. 

Company  Strategy 

Admiral’s  vision  is  “to  build  a fast-growing, 
highly  professional  international  services 
company.”  It  is  planning  further  acquisitions 
in  Europe  (Scandinavia,  Germany,  and 
Holland)  in  1998  in  order  to  achieve  this. 
Admiral  sees  itself  as  providing  high-quality 
yet  cost-effective  business  solutions. 

Acquisitions/Divestitures 

Acquisitions 

Recent  acquisitions  made  by  Admiral  include 
the  following: 

• In  March  1996,  Admiral  acquired  Ares  S.A. 
of  France  and  its  subsidiaries,  Decylog  Sari 
and  Abaqus  S.A.,  for  £6.7  million. 

- Ares  and  its  subsidiaries  made  a profit  of 
£700,000  on  revenue  of  £8.4  million  in 
1996. 

- Ares  is  a provider  of  client/server 
technology,  network  systems,  and 
industrial  applications. 

• In  June  1995,  Admiral  acquired  Admiral 
Legal  Systems  Ltd  (formerly  Sumlock  Legal 
Systems  Ltd)  for  £200,000,  bu3nng  out  the 
remaining  49%  share. 

• In  May  1995,  Admiral  acquired  Delphy 
Consultants  n.v.  of  Belgium  for  £5.4  million. 
Delphy  is  a provider  of  IT  training  services. 
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Divestitures 

In  April  1995,  Admiral  sold  its  remaining  49% 
of  Powersoft  U.K.  to  Powersoft  Corp,  a U.S.- 
based  software  developer.  Proceeds  were  £2.2 
million.  Powersoft  Corp  now  has  complete 
control  over  its  U.K.  subsidiary  and  intends  to 
take  advantage  of  the  growing  client/server 
and  PC  markets. 

Financials 

Admiral’s  1996  revenue  grew  39%  to  £90.8 
million  ($53.0  million)  from  £65.6  million 

Exhibit  1 


($42.2  million)  in  1995.  Net  income  rose  13% 
to  £7.24  million  ($4.2  million)  from  £6.39 
million  ($4.1  million)  the  previous  year.  A 
five-year  financial  summary  is  shown  in 
Exhibit  1. 

Sustained  growth  in  revenue,  profit,  and 
earnings  per  share  has  been  achieved  despite 
losses  through  the  company’s  software 
division.  These  losses  were  made  good 
through  reorganization  and  a merger  with  the 
Customer  Services  division. 


Admiral  Pic 

Five-Year  Financial  Summary 
(£  Millions,  except  per-share  and  -employee  data) 


Fiscal  Year 

Item 

1996 

1995 

1994 

1993 

1992 

Revenue  (Pounds  Sterling) 

£90.8 

£65.6 

£49.5 

£36.6 

£30.9 

Revenue  ($U.S.) 

$53.0 

$42.2 

$31.6 

$23.2 

$16.4 

• Percent  change  from 
previous  year 

39% 

32% 

35% 

18% 

N/A 

Income  before  taxes  (Pounds  Sterling) 

£11.2 

£9.8 

£7.7 

£4.6 

£4.0 

Income  before  taxes  ($U.S.) 

$6.5 

$6.3 

$4.9 

$2.9 

$2.1 

• Percent  change  from 
previous  year 

14% 

27% 

68% 

16% 

1 

N/A 

Net  income  (Pounds  Sterling) 

£7.2 

£6.4 

£5.2 

£3.1 

N/A 

Net  income  ($U.S.) 

$4.2 

$4.1 

$3.3 

$2.0 

N/A 

• Percent  change  from 
previous  year 

13% 

24% 

68% 

N/A 

N/A 

Revenue  per  employee  (£  Thousands) 

63.2 

60.5 

58.2 

55.3 

N/A 

Earnings  per  share  (pence) 

11.6 

10.7 

9.0 

5.5 

4.8 

Earnings  per  share  ($U.S.) 

$0.07 

$0.07 

$0.06 

$0.04 

$0.03 

• Percent  change  from 
previous  year 

8% 

18% 

64% 

14% 

N/A 

Source:  Admiral  Pic 


Dollar  to  pounds  Sterling  exchange  rates  are  0.584,  0.644,  0.639,  0.634,  and  0.532  for  1996,  ‘95,  ‘94,  ‘93,  ‘92 
respectively. 
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Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1997  reached  £54.1  million  (approximately 
$32  million),  a 26%  increase  over  the  same 
period  in  1996.  Operating  profit  for  the 
period  rose  39%  over  the  previous  year,  to 
£7.0  million  (approximately  $4.1  million). 

Revenue  Analysis  by  Service  Mode 

INPUT  estimate."^  that  approximately  40%  of 
Admiral’s  1996  revenue  was  derived  from 
systems  development.  35%  from  consulting 
services,  20%  from  training,  and  5%  from 
software  product.-^. 


Market  Financials 

Exhibit  2 provides  a three-year  source  of 

revenue  summary  by  market  sector. 

• The  finance  sector  provided  the  largest 
source  of  revenue  in  1996,  with  37%  of 
sales. 

• As  the  company  has  diversified  overseas, 
it  has  decreased  its  reliance  on  U.K. 
government  contracts  (down  from  18%  of 
total  revenue  in  1994  to  11%  in  1996). 

• An  increasing  proportion  of  business  is 
coming  from  the  industrial  and 
commercial  sectors. 


Exhibit  2 


Admiral  Pic 

Three-Year  Worldwide  Source  of  Revenue  Summary 
by  Industry  Market 


Industry  Sector 

Fiscal  Year 

1996 

1995 

1994 

Finance 

37% 

39% 

36% 

Commercial 

20% 

18% 

17% 

Defense 

18% 

18% 

17% 

Industry 

14% 

11% 

12% 

Government 

11% 

14% 

18% 

Total 

100% 

100% 

100% 

Source:  Admiral  Pic 


Geographic  Markets 

Exhibit  3 shows  how  the  European  markets 
have  displaced  U.K.  markets  as  a percentage 
of  total  revenue.  This  trend  is  expected  to 
continue,  owing  to  further  acquisitions,  as 


noted  earlier.  Admiral’s  intention  to  continue 
expansion  in  Europe  should  result  in 
sustained  growth  in  these  markets.  However, 
Clay  Brendish  has  ruled  out  the  U.S.  market 
as  a target,  in  consideration  of  the  competition 
and  associated  risks. 
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Admiral  Pic 

Four-Year  Geographic  Source  of  Revenue  Summary 

(£  Millions) 


Geographic  Market 

Fiscal  Year 

1996 

1995 

1994 

1993 

Revenue 

£M 

Percent 
of  Total 

Revenue 

£M 

Percent 
of  Total 

Revenue 

£M 

Percent 
of  Total 

Revenue 

£M 

Percent 
of  Total 

U.K. 

£69.1 

76% 

£56.0 

85% 

£46.5 

93% 

£35.2 

96% 

Rest  of  Europe 

17.8 

20% 

6.9 

10% 

0.4 

1% 

... 

... 

Rest  of  World 

4.1 

4% 

3.2 

5% 

2.8 

6% 

1.5 

4% 

Total 

£91 .00 

100% 

£66.1 

100% 

£49.7 

100% 

£36.7 

100% 

Source:  Admiral  Pic 


Key  Products  and  Services 

Admiral  Management  Services 

This  subsidiary  provides  integrated 
solutions  in  the  areas  of  strategy,  planning, 
resource  management,  and  process 
improvement,  as  well  as  support  and  project 
management  (P.M.),  for  blue-chip 
commercial  and  government  clients. 

Admiral  in  fact  practices  the  P.M.  that  it 
preaches  when  implementing  its  services. 

Admiral  offers  services  in; 

• Business  planning 

• Organization  review 

• Value/benefits  measurement 

• Business  process  improvement 

• IS/IT  strategy 

• Change  management 

In  addition  to  program  and  project 
management.  Admiral  offers  services  in 
project  review,  audit,  requirement  capture 
and  analysis,  procurement,  contract 


management,  and  acceptance  testing. 
Specific  areas  of  technical  strength  include 
communications  and  computer  security,  and 
quality  improvement  consultancy. 

Admiral  Computing 
Admiral  Computing  is  an  international 
software  development  company  whose 
specialty  is  the  implementation  of  multi-tier 
client/server-based  architectures.  Admiral 
offers  delivery  covering  the  spectrum  of 
mainframe,  client/server,  object,  and  Web 
technologies. 

The  company  provides  extra  service  for  busy 
periods  or  where  IT  skills  do  not  exist. 
Support  can  be  through  rapid  application 
development  or,  more  traditionally,  through 
testing  and  implementation. 

Admiral  Training 

This  division  provides  different  levels  of 
bespoke  training  and  business 
communication  services  as  well  as  generic 
and  tailored  tutor-led  courses  to  end  users  of 
IT  applications. 
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Training  courses  are  offered  in  the  following 
areas: 

• Management  development 

• Personal  development 

• Managing  IT  in  business 

• PC  applications 

• Systems  design 

• Project  management 

• Mobile  computing 

• Application  programming 

• Internet/intranet 

The  company  also  provides  simulation 
products  (air  traffic  control)  and 
performance  support  services. 

Admiral  Customer  Solutions 
Admiral  Customer  Solutions  is  the  result  of 
the  recent  merger  of  the  customer  services 
and  software  products  divisions.  It 
specializes  in  the  development,  marketing, 
and  support  of  a range  of  application 
products  for  marketing,  legal  practice,  and 
software  development. 

• MIND,  Admiral’s  major  product,  is  an 
advanced  database  marketing  system  that 
supports  marketing  initiatives  ranging 
from  conventional  direct  marketing  to 
sophisticated  event-driven  marketing. 

• LegalMIND,  Admiral’s  information  system 
for  lawyers  and  professional  staff,  is  a 
fully  integrated  legal  practice 
management  system  for  firms  of  all  sizes. 


• Admiral  also  provides  a range  of  software 
development,  maintenance,  and  testing 
tools. 

A team  of  product  experts  also  provides 
consultancy  and  support  services  through  a 
program  of  continuous  product  development 
and  upgrade. 

Marketing  and  Sales 

Admiral’s  services  are  sold  directly  through 
each  particular  division;  Admiral’s  software 
products  are  sold  through  Admiral 
Customer  Solutions. 

Clients 

Major  clients  in  the  following  industry 
sectors  include: 

Finance 

Barclays  Bank — Establishment  of  foreign 
exchange  automation  and  PC-based  money 
management  products 

Defense 

British  Army — Provision  of  training  centers 
and  communication  infrastructure 

Commercial 

Shell  Malaysia — Provision  of  consultancy, 
forecasting,  and  management  software 
systems  in  Malaysia  and  Australia 

Safeway — Provision  of  marketing  campaign 
management  software 

Industry 

Volvo  Cars  Europe — Provision  of  production 
automation,  planning,  and  tracking  systems 

Hoffman-La  Roche — Provision  of  computer- 
based  training  courses 
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Honda — Provision  of  computer-based 
training  for  sales  and  technical  staff  for 
launch  of  Honda  Civic 

Competition 

Admiral’s  major  competitors  include  Serna, 
Cap  Gemini,  Logica,  and  CMG. 

INPUT  Assessment 

Admiral’s  strong  financial  performance 
commands  respect  within  the  IT  service 
industry.  It  is  producing  excellent  results  in 
revenue  and  profitability,  and  showing 
strong  growth  prospects.  Admiral 
consistently  outperforms  its  previous  years’ 
results  and  is  financially  stable. 

The  company  remains  focused  as  a service 
business,  encompassing  a range  of  activities 
from  software  development  to  training  and 
IT  support.  However,  operations  never 
spread  far  from  its  key  areas  of  expertise; 
business  risk  is  therefore  minimized  as 
mistakes  in  unfamiliar  operations  are 
avoided. 

The  company  is  risk-averse,  and  this 
attitude  appears  manifest  in  Admiral’s  long- 
term strategy.  With  the  exception  of  the 
United  States,  Admiral  will  continue  its 
globalization,  but  carefully  and  only  through 
selective  acquisition. 

Although  Admiral  is  a leading  performer, 
there  are  several  minor  concerns: 

• Losses  have  been  reported  in  Admiral’s 
software  products  divisions,  which 


contribute  some  5%  to  revenue.  However, 
INPUT  believes  that  the  success  of  the 
resulting  reorganization  and  merger  in 
rectifying  this  problem  will  be  apparent  in 
early  1998. 

• Delays  in  some  of  the  Australian  division 
projects  and  poor  attendance  at  training 
courses  in  Singapore  have  produced  worse- 
than-expected  results  for  these  divisions, 
although  prestigious  contracts  have  also 
been  won  in  both  areas. 

• The  PowerSoft  divestiture  generated  a 
comfortable  profit  but  has  given  a U.S. 
company  entry  to  the  U.K.  market,  where 
its  client/server  products  are  in 
competition  with  those  of  the 
underperforming  Admiral  products 
division.  Despite  Admiral  claiming  to  be 
happy  with  the  deal,  the  wisdom  remains 
to  be  seen  in  allowing  a competitor  access 
to  Admiral’s  high-end  corporate  client 
base. 

The  rumor  is  that  Admiral  intends  to  either 
diversify  its  software  into  customized 
products  or  perhaps  sell  off  its  software 
division  after  increasing  its  value  through 
reorganization. 

Future  challenges  for  Admiral  will  involve 
strengthening  its  presence  in  overseas 
markets  and  ensuring  long-term 
profitability  for  its  products  divisions  in 
light  of  increasing  competition. 
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Primary  Industry-Specific  Market;  Discrete  Manufacturing 


Advanced  Computer  Management  Corporation  (ACM) 

3001  West  Big  Beaver  Road 
Suite  402 
Troy,  MI  48084 
(313) 649-1800 

CEO;  Harve  C.  Light,  President 
Private  Company 
Founded;  1969 

Employees;  1 75  (I  I /86) 

Revenue  (F YE  12/31/85);  $8  million* 


The  Company;  ACM  provides  IBM  minicomputer  professional  services  and  software 
products  to  the  discrete  manufacturing  and  retail  distribution 
industries 

Sources  of  Revenue; 

Professional  Services  (70%) 

Application  Software  (30%) 

Key  Products  and  Services; 

Application  Software  Products 

• MARS/2000  - Manufacturing  Software  (Utilizes  IBM  System  34  and  System  36 
computers) 

Capacity  Requirement  Planning 

- Physical  Inventory  Control 
Job/Inventory  Costing 
Standard  Product  Costing 
Purchase  Orders 

Shop  Floor  and  Inventory  Control 

- MRP/MPS 
Product  Data  Base 

• YARDSTICK  - Lumber  and  Hardware  Management  Accounting  System 
(Utilizes  IBM  System  36  computers) 

Billing 

Accounts  Receivable 
Lumber  Estimating 
Sales  Analysis 
SKU  (Stock  Keeping  Units) 

Point-of-Sale  Recording 
Sales  and  Purchase  Budgets 


♦Company  estimate 


October  1 986 
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Stock  Status  Inventory 
Physical  Inventory 
Payroll 

- Purchase  Orders 
Accounts  Payable 
General  Ledger/Financials 
Management  Information  Reports 

• Regency/38  - Financial  Software  (Utilizes  IBM  System  34  and  System  36 
computers) 

Accounts  Payable 
Accounts  Receivable 
Fixed  Assets 
Payroll 

General  Ledger 

Professional  Services 

• Custom  software  development 

• General  consulting 

Target  Industries; 

Discrete  manufacturing  (70%) 

Retail  distribution  (30%) 

Geographic  Markets: 

- U.S.  (100%) 

Sales  Offices;  Chicago,  Houston,  Los  Angeles,  Indianapolis,  Atlanta 


\ 


October  1 986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT 


ADVANCED  COMPUTER  TECHNIQUES 
CORPORATION 
437  Madison  Avenue 
New  York,  NY  10022 
(212)  421-4688 


Charles  P.  Lecht,  President 
and  Chairman 
Total  Employees:  370 
Total  Revenues:  Nine 
Months  Ended  12/31/79: 

$1  1,774,084 


THE  COMPANY 

• Advanced  Computer  Techniques  Corp.  (ACT)  was  founded  in  1962  as  a 
consulting  firm  by  Charles  Lecht.  ACT  currently  provides  consulting  services, 
including  the  design  and  development  of  software  and  applications  systems,  for 
manufacturers  and  users  of  computers;  operates  computer  data  centers  for  the 
processing  of  medical,  financial  and  other  data;  and  develops  and  sells 
computer  software  products.  The  company  is  involved  with  strategic  planning 
for  computer  users,  with  the  training  of  personnel  in  the  use  of  computer 
technology,  and  in  writing,  publishing  and  (until  April  1979)  printing  manuals 
and  books  on  computer  technology. 

• After  the  close  of  its  fiscal  year  ending  March  31,  1979,  ACT  management 
decided  to  adjust  its  fiscal  year  to  coincide  with  the  calendar  year.  Thus,  the 
following  chart  contains  financial  results  for  the  four  years  ended  March  31, 
1979  and  for  the  nine  months  ended  December  31,  1979. 

ACT 

FINANCIAL  SUMMARY 
($  Thousands,  Except  Per  Share  Data) 


9 months  12  months 

ended  ended 


December  31 

Marc 

h 31 

- — -___HSCAL  YEAR 
ITEM  ' 

1979 

1979 

1978 

1977 

1976 

Revenues 

$11 ,774 

$16,379 

$12,976 

$ 9,997 

$ 7,828 

Income  before 
taxes 

214 

486 

172 

225 

565 

Net  Income 

171 

127 

62 

142 

322 

Earnings  per  share 

0.13 

0.10 

0.05 

0.1  1 

0.28 
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ACT  management  states  that  the  decrease  in  revenue  during  the  nine 
months  ended  December  31,  1979,  as  compared  to  the  twelve  months 
ended  March  31,  1979,  resulted  from  the  inclusion  in  the  fiscal  year 
ended  March  31,  1979,  of  revenues  received  from  the  termination  of  a 
marketing  agreement  relating  to  ACT's  word  processing  activities,  as 
well  as  to  the  inclusion  of  revenues  from  ACT's  printing  business,  which 
was  sold  in  April,  1979. 

• Unaudited  results  for  the  three  months  and  12  months  ended  March  31,  1980, 
as  compared  with  EYE  March  31,  1979,  show  a decrease  in  ACT's  total 
revenues. 


ACT 

UNAUDITED  QUARTERLY  FINANCIAL  SUMMARY 
($  Thousand,  Except  Per  Share  Data) 


ACT  management  explains  that  fiscal  years  1979  and  1980  should  be 
viewed  as  transitional  for  the  company.  Management's  goal  is  to 
increase  profitability.  It  has  refocused  and  consolidated  operations  in 
order  to  offer  ACT-originated  and  owned  software  products  and  pro- 
cessing services,  as  opposed  to  its  previous  emphasis  on  custom 
software  development  for  other  computer  industry  companies  and  users. 

• In  an  effort  to  redirect  its  business  in  1979,  ACT  divested  itself  of  certain 
divisions  in  order  to  concentrate  on  proprietary  product  development  and 
sales. 


In  October  1978,  ACT  acquired  certain  of  the  assets  of  the  Vision  Care 
and  Hearing  Aids  Benefits  Division  of  Pharmaceutical  Card  System,  Inc. 
(PCS),  a wholly  owned  subsidiary  of  McKesson  & Robbins  Drug  Compa- 
ny. The  assets  acquired  were  incorporated  into  ACT's  data  center 
operation  in  Phoenix,  Arizona. 

. Effective  April  15,  1980,  however,  ACT  sold  the  business  and 
certain  assets  and  liabilities  - consisting  principally  of  computer 
programs,  the  provider  networks  and  client  contracts  relating  to 
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its  Vision  Care  and  Hearing  Aid  Benefits  Division  - to  Paid 
Prescriptions,  Inc.,  a wholly  owned  subsidiary  of  Computer 
Sciences  Corporation. 

Also  sold  in  April  1979  was  ACT's  printing  subsidiary,  R.l.  Lithograph 
Corporation  (RIL),  to  a former  officer,  director  and  shareholder  for  a 
total  sales  price  of  $695,000,  which  represented  ACT's  equity  in  the 
subsidiary. 

• A breakdown  follows  of  ACT's  computer  services  revenues  by  type  of  service 
for  the  nine  months  ended  December  31,  1979  and  the  four  years  ended  March 
31,  1979. 

ACT 

REVENUES  BY  TYPE  OF  SERVICE 
($  Thousands) 


9 months  12  months 

ended  ended 


December  3 1 March  3 1 


~____^CAL  YEAF 

ITEM  

1979 

1979 

1978 

1977 

1976 

Consulting  revenues 
. Percent  of  total 

$ 6,358 

$ 9,045 

$ 8,476 

$ 8,497 

$ 6,721 

computer  services 
revenues 

54% 

55% 

65% 

85% 

86% 

Data  center  revenues 
. Percent  of  total 

$ 5,416 

$ 7,334 

$ 4,499 

$ 1,499 

$ 1,106 

computer  services 
revenues 

46% 

45% 

35% 

15% 

14% 

• In  the  nine  months  ended  December  31,  1979,  approximately  23%  of  ACT's 
revenues  were  derived  from  work  performed  for  R.  Angus  Alberta,  Ltd. 

• ACT  was  recently  structured  into  four  operating  groups  which,  according  to 
management,  will  streamline  its  operations. 

The  Research  and  Development  Group  is  responsible  for  all  software 
development,  both  proprietary  software  products  and  contract  soft- 
ware, performed  at  any  of  ACT's  branch  offices. 

The  Information  Services  Group  coordinates  all  processing  services  and 
operates  the  ACT  data  centers.  It  is  composed  of  three  ACT 
subsidiaries. 
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. Creative-Socio  Medics  (CSM)  of  New  York,  with  offices  in  New 
York  and  Washington,  D.C.,  is  a medical  services  company  that 
supports  federal,  state,  city  and  corporate  health  maintenance 
operations  organizations. 

. Intercomp  Systems,  Inc.  (ISO  is  involved  with  the  direct  mail/ 
marketing  industry. 

. ACT  Computer  Services  Ltd.  has  offices  in  Edmonton  and 
Calgary,  Alberta.  It  was  acquired  in  May  1978,  and  was  formerly 
known  as  R.  Angus  Computer  Services.  Sixty  percent  of  its 
revenues  stem  from  R.  Angus  Alberta,  Ltd. 

The  Products  Group  markets  ACT's  proprietary  software  products. 

The  Technology  Analysis  Group  (TAG)  specializes  in  the  analysis  of  the 

computer  and  communications  industries. 

• There  are  370  ACT  employees,  divided  as  follows: 


Marketing/sales  14 

Customer  service/software  support  246 

Computer  operations  54 

General  and  administrative  56 


370 

• ACT'S  competitors  include  Computer  Sciences  Corporation  and  Informatics  for 
the  professional  services  segment  of  its  business.  Competition  for  its  language 
compilers  stems  largely  from  smaller  system  houses. 


KEY  PRODUCTS  AND  SERVICES 

• At  present,  ACT's  revenues  are  divided  as  follows: 


TYPE 

Professional  services 

Processing 

Products 

Miscellaneous  (TAG  publications,  etc.) 


Percent 

$ Amount  (Thousands) 

of 

Based  on  9 months 

business 

ended  12/31/79 

35% 

$ ^,121 

50 

5,887 

10 

1,177 

5 

589 

100% 

$11,774 

ACT  management  expects  that  its  business  in  1981  will  be  divided  as 
follows: 
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Professional  services 

30% 

Processing 

30 

Products 

30 

Miscellaneous 

(TAG  Publications) 

10 

100% 

ACT'S  primary  business  was  custom  software  development  before  it  diversified 
into  data  services.  ACT's  areas  of  software  expertise  include  operating 
systems,  language  processors,  and  communication  and  network  systems. 

Examples  of  software  development  contracts  include; 

. A network  of  70  Data  General  Novas  and  Eclipses  spread  across 
North  America  for  billing  and  accounting  applications  developed 
for  a major  security  organization. 

. A travelers'  check  processing  and  tracking  system  based  on  a 
Tandem  minicomputer  developed  for  a major  bank. 

Other  research  and  development  contracts  include: 

An  intelligent  disk  designed  for  a U.S.  government  agency.  The 
intelligent  disk  is  a combination  hardware/software  system.  It 
provides  for  the  access  of  information  from  a computer's  disk 
storage  unit  without  regard  to  the  manufacturer  of  the  comput- 
er. ACT  expects  to  market  this  system  as  a commercial 
product. 

Data  processing  services,  primarily  facilities  management,  are  available  from 
Creative-Socio  Medics  (CSM)  of  New  York,  Intercomp  Systems  Inc.  (ISO,  a 
data  center  in  Phoenix,  and  from  the  Canadian  subsidiary,  ACT  Computer 
Services  Ltd.  in  Edmonton,  Alberta.  ACT  has  developed  proprietary  applica- 
tions for  several  of  its  individual  processing  clients. 

ACT'S  subsidiary,  CSM,  provides  specialized  services  for  health  care. 

. It  currently  has  a three-year  contract  with  the  State  of  New 
York  to  track  methadone  users  and  dispense  drug  labels  to  state 
and  private  clinics  involved  in  the  methadone  treatment  prog- 
ram. CSM's  system  is  a control  mechanism  for  methadone 
treatment  which  ACT  management  intends  to  market  to  other 
states. 

. ACT  management  plans  to  target  the  field  of  patient  informa- 
tion management  systems.  CSM  has  installed  an  on-line  pilot 
system  that  maintains  personnel  health  status  records  for  a 
major  subsidiary  of  Bell  Telephone. 
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ISI  was  formed  in  1978  to  specialize  in  the  direct  mail/marketing 
industry.  Its  services  range  from  list  maintenance  and  production  to 
management- level  consulting. 

. There  is  an  average  of  five  clients  using  ISI's  mailing  list 
tracking  services.  ACT  management  considers  this  activity  to 
be  in  the  early  stages  of  development. 

ACT'S  data  center  in  Phoenix  provides  batch  processing  services  to 
approximately  40  clients. 

. It  has  developed  proprietary  medical  and  accounting  applications 
that  primarily  handle  patient  records  and  billing  for  doctors  in 
the  Phoenix  area. 

ACT  Computer  Services  Ltd.  (ACT  Ltd.)  provides  facilities  manage- 
ment for  R.  Angus  Alberta,  Ltd.  and  processing  services  for  clients  in 
the  Western  part  of  Canada. 

. ACT  provides  R.  Angus  with  an  inventory  control  and  inquiry 
system  supported  by  a private  communications  network  covering 
10  Angus  outlets,  and  linked  to  the  Caterpillar  central  parts 
department  in  Morton  (IL)  as  well  as  15  other  Caterpillar  parts 
facilities.  The  contract  with  R.  Angus  accounts  for  60%  of  ACT 
Ltd.'s  revenues. 

. ACT  Ltd.  has  also  installed  an  on-line  reservations  system  for  an 
airline. 

. Its  network  provides  approximately  40  clients  with  financial 
analysis,  accounting  and  statistical  applications. 

• Ten  percent  of  ACT's  revenues  stems  from  proprietary  products,  including  an 
office  automation  turnkey  system  and  compilers. 

Ultra-Text  Is  a multiterminal  information  processing  system  based  on 
the  Honeywell  Level  6 minicomputer  and  designed  for  use  in  office 
automation. 

. Ultra-Text  is  an  example  of  the  way  ACT's  customized  work  can 
grow  into  a marketable  product.  It  was  developed  as  an 

outgrowth  of  consulting  activities.  The  first  installation  oc- 
curred in  1 979. 

. Its  capabilities  include  text  processing,  electronic  mail  transfer 
and  data  communications. 
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. The  price  of  Ultra-Text  is  determined  by  the  number  of  stations 
in  the  system.  A typical  six-station  configuration  costs  $15,000 
per  station,  compared  with  $9,000  per  station  if  20  workstations 
are  installed. 

. ACT  management  views  Ultra-Text  as  a tool  for  research  and 
development,  funded  by  its  own  sales,  through  which  ACT  can 
gain  insight  into  the  area  of  office  automation.  By  watching 
Ultra-Text's  performance  over  the  next  five  years,  management 
anticipates  strengthening  its  office  automation  expertise. 

. ACT  management  expects  to  determine  the  requirements  of 
users  of  office  automation  products  and  then  will  work  with 
different  manufacturers  to  fulfill  those  needs. 

ACT  has  developed  machine-independent  language  compilers  to  be  used 

by  computer  manufacturers.  The  compilers  are  available  as  products 

but  grew  out  of  research  and  development  contracts. 

. The  company  offers  a FORTRAN  77  compiler  written  in  PASCAL. 
Introduced  in  March  1980,  there  are  five  installations  and  orders 
of  the  compiler,  which  sells  for  $125,000. 

. It  also  began  offering  a PASCAL  compiler  in  Moy,  1980.  The 
cost  is  $79,000  and  there  are  three  installations.  The  original 
package  was  written  for  a Honeywell  Level  6 machine,  but  the 
basic  package  can  be  installed  on  any  machine. 

. There  are  two  orders  for  a COBOL  compiler  to  be  delivered  in 
the  fourth  quarter  of  1980.  The  price  is  $230,000. 

Several  recent  research  contracts  have  yielded  products. 

. To  improve  throughput,  ACT  developed  a high-level  micro- 
assembler. There  is  currently  one  order  at  a price  of  $50,000. 
ACT  expects  shipment  in  September  1980. 

. There  is  one  installation  in  a major  credit  organization  of  a 
network  processor  for  a Honeywell  Level  6.  The  price  of  the 
networking  system  is  $80,000. 

. A linkage  editor  will  be  delivered  in  December  1980.  Priced  at 
$40,000,  there  is  currently  one  order. 

The  Technology  Analysis  Group  (TAG)  was  established  in  1978  to  provide 
analysis  of  new  computer  technology,  new  products  and  new  services  in  the 
information  processing  industry. 

TAG  produces  an  executive  report  entitled  "Industry  Measures,"  which 

has  approximately  350  subscribers. 


7 of  8 
July  1980 


© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INF»UT 


COMPANY  HIGHLIGHT/ADVANCED  COMPUTER  TECHNIQUES  CORPORATION 


It  also  sponsors  the  Future  Systems  Forum,  which  has  thus  far  been  held 
in  England,  Phoenix  and  Canada. 


INDUSTRY  MARKETS 

• ACT  derives  approximately  20%  of  its  revenues  from  the  federal  government 
and  15%  from  the  medical  industry.  The  remaining  65%  of  revenues  stems 
from  diverse  industry  sectors. 


GEOGRAPHIC  MARKETS 

• In  the  nine  months  ended  December  31,  1979,  approximately  66%  of  ACT's 
revenues  were  derived  from  domestic  operations  and  34%  from  foreign 
operations. 

Of  the  34%  from  foreign  operations,  30%  stemmed  from  Canada  and  4% 
from  Europe,  through  operations  based  in  Milan,  Italy. 


COMPUTER  HARDWARE  AND  SOFTWARE 


• ACT  uses  the  following  equipment  to  provide  services  from  data  centers  in 
New  York,  Phoenix  and  Edmonton.  (The  New  York  computers  can  be  accessed 
from  Edmonton  via  a dedicated  line.) 

One  IBM  3031  running  under  MVS. 

One  IBM  370/148  running  under  MVS. 

One  IBM  370/155  running  under  DOS. 

Eight  Honeywell  Level  6-43s. 

Three  Digital  Equipment  Corporation  I I /60s  and  I I /70s. 

One  Tandem  LSI  II. 

Five  Data  General  Novas  and  Eclipses. 

One  Wang. 

One  Modular  Computer  System  Modcomp. 
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ADVANCED  DATA 
MANAGEMENT,  INC. 

15  Main  Street 
Kingston,  NJ  08528 
(609)  799-4600 


Barry  J.  Frankel,  President 
Private  Company 
Total  Employees:  20 
Total  Revenue,  Fiscal  Year  End 
10/31/90:  $2,000,000 


The  Company  Advanced  Data  Management,  Inc.  (ADM),  founded  in  1978, 

develops  and  markets  systems  software  products,  data  base 
application  design  and  development  services,  VAX/VMS 
timesharing,  and  outsourcing  of  VAX/VMS  production 
applications. 

ADM  is  a closely  held  corporation  with  approximately  $2  million 
in  annual  revenue,  20  employees,  and  over  300  clients.  Its 
corporate  mission  is  to  develop  and  market  system  productivity 
utilities  for  both  DEC/VAX  and  IBM  mainframe  markets. 

ADM's  strategy  is  to  attract  highly  talented  employees,  develop 
their  skills  and  talents  to  the  utmost,  and  challenge  them  to  deliver 
software  products  that  maximize  ADM's  client  data  processing 
investment. 


Key  Products  and 
Services 


ADM  currently  offers  the  following  software  products: 

• ADM's  primary  product  is  DRS^  (Data  Retrieval  System),  a 
high-performance  data  base  management  system  for  the 
VAX/VMS  environment.  There  are  currently  over  300  DRS 
installations  worldwide. 

• PJS* *^  (Personal  Job  Scheduler)  is  a personal  job  scheduler  for 
the  IBM  S/370,  MVS/ISPF/TSO  environment.  There  are  12 
PJS  installations. 

• DB  Diagrammer*^  is  a CA-IDMS  data  base  structure 
diagramming  tool  for  the  IBM  S/370,  MVS  environment. 
There  are  currently  five  installations  of  the  product. 


Approximately  62%  of  ADM's  fiscal  1990  revenue  was  derived 
from  software  products,  35%  from  consulting  and  data  base 
application  design  and  development  services,  and  3%  from 
timesharing  and  outsourcing. 
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ADM  consulting  personnel  have  experience  in  the  design  and 
development  of  text  retrieval,  library  services,  engineering 
configuration  management,  international  telephone  yellow  pages 
management,  natural  resources  management,  pharmaceutical 
documentation  management,  financial,  and  manufacturing  control 
applications. 

Industry  Markets 

ADM's  revenue  is  derived  from  commercial  customers  and 
government. 

Clients  include  Comstow  Information  Services,  the  Ministry  of 
Natural  Resources  (Ontario,  Canada),  Interactive  Control 
Technology,  Banker's  Trust  Company,  Army  Materials  Technology 
Laboratory,  Digital  Equipment  Corporation,  ITT  World 
Directories,  Naval  Surface  Warfare  Center,  and  Township  High 
School. 

Geographic 

Markets 

ADM  derived  45%  of  fiscal  1990  revenue  from  the  U.S.,  5%  from 
Canada,  and  50%  from  other  international  sources,  including 
Europe  and  Asia. 

Computer 
Hardware  and 
Software 

ADM  maintains  a DEC  VAX  11/780  and  a MicroVAX  operating 
under  VMS  at  its  headquarters  location  in  support  of  its 
timesharing  and  outsourcing  services. 
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ADVANCED  DATA  Hank  McCaulley,  President 

MANAGEMENT,  INC.  Private  Company 


1 5 Main  Street 
Kingston,  NJ  08528 
(609)  799-4600 

Total  Employees:  31 
Total  Revenue,  Fiscal  Year  End 
10/31/88:  $6-7  million* 

’INPUT  estimate 

The  Company 

Advanced  Data  Management,  Inc.  (ADM),  founded  in  1978, 
provides  data  base  management  software  products  and 
professional  services  primarily  to  large  commercial  customers  and 
the  federal  government. 

ADM  has  been  profitable  in  at  least  the  past  four  years. 

ADM  currently  has  31  employees,  segmented  as  follows: 

Marketing/sales  2 

Software  and  technical  services  25 

General  and  administrative  4 

31 

Major  competitors  include  Oracle  Systems  Corporation  and 
Relational  Technology,  Inc. 

Key  Products  and 
Services 

ADM  derived  approximately  50%  of  its  fiscal  1988  revenue  from 
software  products.  The  remaining  50%  was  derived  from 
professional  services. 

ADM's  primary  product  is  DRS*^,  an  applications  development 
and  data  base  management  system.  DRS  includes  data  base 
software  (including  the  dictionary  and  query  language),  the  Input 
Processor  (VIP),  the  Host  Language  Interface  (XBS),  and  the 
Report  Writer  (RPW).  DRS  runs  on  DEC  VAX  minicomputers 
under  VMS. 

ADM's  application  software  product,  COMPLY,  assists  users  in 
tracking  documents  and  procedures  for  compliance  with 
government  regulations.  COMPLY  runs  on  DEC  VAX 
minicomputers  under  VMS. 

ADM  provides  education  and  training,  custom  software 
development,  and  consulting  professional  services.  Specialty  areas 
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include  data  base  management  systems  primarily  for  large  data 
bases  and  text  data  bases. 

Industry  Markets 

ADM  derived  the  majority  of  fiscal  1988  revenue  from  the 
telecommunications  industry.  The  remaining  revenue  was  derived 
from  other  commercial  customers  and  government. 

Geographic 

Markets 

ADM  derived  50%  of  fiscal  1988  revenue  from  the  U.S.,  45%  from 
Europe  and  Asia,  and  5%  from  Canada. 

Computer 
Hardware  and 
Software 

ADM  maintains  a DEC  VAX  11/780  and  a Micro  VAX  operating 
under  VMS  at  its  headquarters  location. 

Page  2 of  2 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


January  1989 


c 


COMPANY  PROFILE 


ADVANCED  DATA  MANAGEMENT,  INC. 

15  Main  Street 
Kingston,  NJ  08528 
(609)  799-4600 


Hank  McCauley,  President 
Private  Company 
Total  Employees:  25 
Total  Revenue,  Fiscal  Year  End: 
10/31/86:  $5,000,000* 


THE  COMPANY 

• Advanced  Data  Management,  Inc.  (ADM),  founded  in  1978,  provides  data  base 
management  software  and  professional  services  primarily  to  the  federal 
government  and  large  commercial  customers. 

• INPUT  estimates  that  fiscal  1986  revenue  reached  $5  million,  a slight  increase 
over  estimated  fiscal  1985  revenue  of  $4.7  million. 

• ADM  has  been  profitable  in  at  least  the  past  eight  years. 

• As  of  October  3!,  1986,  ADM  had  25  employees.  Currently  ADM  has  35 
employees,  segmented  as  follows: 

Marketing/sales  3 

Software  and  technical  services  29 

General  and  administrative  _3 

35 

• Major  competitors  incude  Oracle  Systems  Corporation  and  Relational 
Technology,  Inc. 

KEY  PRODUCTS  AND  SERVICES 

• ADM  derived  approximately  70%  of  fiscal  1986  revenue  from  software  (42% 
from  systems  software,  7%  from  application  software,  and  21%  from  software 
maintenance).  The  remaining  30%  was  derived  from  professional  services 
(12%  from  education  and  training,  9%  from  custom  software  development,  and 
9%  from  consulting  services). 

• ADM's  primary  product  is  Data  Retrieval  System  (DRS),  an  applications 
development  and  data  base  management  system.  DRS  includes  data  base 
software  (including  the  dictionary  and  query  language),  the  Screen  Input 
Processor  (SIP),  the  Host  Language  Interface  (XBS),  the  Report  Writer  (RPW), 
and  the  Graphics  Generator  (GRAPH). 

DRS  operates  on  the  DEC  VAX  family  of  minicomputers  under  the  VMS 
operating  system,  on  DEC  PDP-1  1 models  23  and  up  under 
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RSX-I  IM/M-Plus,  on  IBM  370  systems  under  OS/TSO  timesharing,  and 
on  any  370  plug-compatible  machine,  including  the  303X  and  43XX 
series. 

A multi-processor  option  is  available  in  the  VAX  environment  which 
provides  access  to  a common  application  from  two  to  four  processors. 

• ADM's  application  software  product,  COMPLY,  assists  users  in  tracking 
documents  and  procedures  for  compliance  with  government  regulations. 

COMPLY  operates  on  the  DEC  VAX  family  of  minicomputers  under  the 
VMS  operating  system. 

• ADM  provides  education  and  training,  custom  software  development,  and 
consulting  professional  services  primarily  to  the  federal  government. 

Specialty  areas  include  data  base  management  systems  primarily  for 
large  data  bases  and  text  data  bases. 

INDUSTRY  MARKETS 

• ADM  derived  the  majority  of  fiscal  1986  revenue  from  federal  government 
agencies.  The  remaining  revenue  was  derived  from  large  commercial 
customers. 

GEOGRAPHIC  MARKETS 

• ADM  derived  80%  of  fiscal  1986  revenue  from  the  U.S.  and  5%  from  Canada. 
The  remaining  15%  was  derived  from  European  countries. 

• ADM  maintains  a regional  office  in  Orem  (UT)  and  support  offices  in  St.  Louis 
(MO)  and  Brussels,  Belgium. 

COMPUTER  HARDWARE 

• ADM  maintains  a DEC  VAX  11/785  minicomputer  operating  under  the  VMS 
operating  system  at  its  headquarters  location. 
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Primary  Industry-Specific  Market:  Medical 


Advanced  Healthcare  Systems,  Inc. 

4330  East  West  Highway 
Suite  914 

Bethesda,  MD  20814 
(301)  656-941  I 

CEO:  William  Pomerance,  President 
Private  Company 
Founded:  1984 

Employees:  4(11/86) 

Revenue  (FYE  6/30/86):  $500,000* 


The  Company:  Advanced  Healthcare  Systems  markets  and  supports  application 
software  products  for  hospitals 

Sources  of  Revenue: 

Application  Software  (100%) 

Key  Products: 

- Applications  Software  (Utilizes  IBM/XT  and  AT  microcomputers) 

• Materials  Management  Solution  integrates  purchasing,  inventory  control,  and 
central  services  in  one  package  that  communicates  to  the  hospital's 
mainframe 

• Quick  Entry  Solution  incorporates  bar  code  technology  into  data  entry 
functions 

• Capital  Assets  Solution  monitors  movement  of  capital  assets,  produces 
depreciation  and  value  reports,  and  forecasts  equipment  requirements 

• Central  Services  Management  Solution  provides  control  over  the  distribution 
process 

• Medical  Archiving  and  Retrieval  Solution  (MARS)  tracks  and  stores  medical 
records  and  must  run  in  an  IBM  PC  networked  environment 

Target  Industries: 

- Medical  (100%) 

Geographic  Markets: 

U.S.  (virtually  100%) 

Canada 
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ADVANCED  IDEAS,  INC. 

680  Hawthorne  Drive 
Tiburon,  CA  94920 
(415)  435-5086 


Gary  Schwartz,  President  and  CEO 
Private  Company 
Total  Employees:  9 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $400,000* * 


* INPUT  estimate 


The  Company 


Advanced  Ideas,  Inc.,  founded  in  1981,  develops  and  markets 
educational  software  for  pre-school  through  the  12th  grade. 

Advanced  Ideas  has  a joint  marketing  agreement  with  McGraw-Hill 
Book  Company. 

Advanced  Ideas'  products  have  consistently  been  endorsed  by  the 
National  Education  Association,  and  have  won  numerous  education 
awards. 

Advanced  Ideas'  products  are  used  by  more  than  7,000  school 
districts  in  the  U.S. 


Key  Products  and  Advanced  Ideas'  products  address  five  basic  skill  areas  as  follows: 

Services  early  childhood,  language  arts,  science,  mathematics,  and  social 

studies. 

Software  packages  for  Advanced  Ideas  run  on  Apple  II,  Macintosh, 
and  IBM  families  of  microcomputers. 

Advanced  Ideas  and  the  National  Audubon  Society  recently 
announced  a joint  venture  for  the  development  and  distribution  of 
Audubon  Wildlife  Adventures  software. 

• The  series  consists  of  Grizzly  Bears,  Whales,  Sharks,  and 
Poacher  Patrol.  Each  disk  in  the  series  has  four  story  episodes 
which  allow  the  user  to  play  the  role  of  a different  person 
involved  in  protecting  a certain  species.  Grizzly  Bears  and 
Whales  are  currently  available,  and  the  other  titles  are  under 
development. 
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Industry  Markets 

Advanced  Ideas  markets  its  products  to  the  education  and  home 
markets. 

Geographic 

Markets 

Advanced  Ideas'  products  are  sold  both  domestically  and 
internationally. 

Advanced  Ideas'  sales  office  is  located  in  Tiburon  (CA). 

Computer 

Hardware 

Advanced  Ideas  uses  a variety  of  microcomputers  for  development 
and  support  of  its  products. 
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COMPANY  PROFILE 


ADVANCED  IDEAS,  INC.  Gary  Schwartz,  President  and  CEO 

2902  San  Pablo  Avenue  Private  Company 

Berkeley,  CA  94702  Total  Employees:  15 

(415)  526-9100  Total  Revenue,  Fiscal  Year  End 


12/31/88:  $600,000* 

* INPUT  estimate 

The  Company 

Advanced  Ideas,  Inc.,  founded  in  1981,  develops  and  markets 
educational  software  for  pre-school  through  the  12th  grade. 

Advanced  Ideas  has  a joint  marketing  agreement  with  McGraw- 
Hill  Book  Company. 

Advanced  Ideas'  products  have  consistently  been  endorsed  by  the 
National  Education  Association,  and  have  won  numerous 
education  awards. 

Advanced  Ideas'  products  are  used  by  more  than  7,000  school 
districts  in  the  U.S. 

Key  Products  and 
Services 

Advanced  Ideas'  products  address  five  basic  skill  areas  as  follows; 
early  childhood,  language  arts,  science,  mathematics,  and  social 
studies. 

Software  packages  for  Advanced  Ideas  run  on  Apple  II  and  IBM 
families  of  microcomputers. 

Advanced  Ideas  and  the  National  Audubon  Society  recently 
announced  a joint  venture  for  the  development  and  distribution  of 
Audubon  Wildlife  Adventures  software. 

• The  series  consists  of  Grizzly  Bears,  Whales,  Sharks,  and 
Poacher  Patrol.  Each  disk  in  the  series  has  four  story  episodes 
which  allow  the  user  to  play  the  role  of  a different  person 
involved  in  protecting  a certain  species.  Grizzly  Bears  is 
currently  available,  and  the  other  titles  are  scheduled  for 
release  in  the  first  half  of  1989. 
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Industry  Markets 

Advanced  Ideas  markets  its  products  to  the  education  and  home 
markets. 

Geographic 

Markets 

Advanced  Ideas'  products  are  sold  both  domestically  and 
internationally. 

Advanced  Ideas'  sales  office  is  located  in  Berkeley  (CA). 

Computer 

Hardware 

Advanced  Ideas  uses  a variety  of  microcomputers  for  development 
and  support  of  its  products. 
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Cross  Industry;  Education  and  Training 


Advanced  Ideas  Inc. 

2902  San  Pablo  Avenue 
Berkeley,  CA  94702 
(415) 526-9100 

CEO;  Gary  H.  Schwartz,  President 
Private  Company 
Founded;  1981 

Employees;  15(10/86) 

Revenue  (FYE  12/31/86);  $400,000* 


The  Company;  Develops  and  markets  educational  software  for  ages  2-1/2  to  adult 

Sources  of  Revenue; 

Application  Software  (100%) 

Key  Products; 

- Application  Software  Products  (Utilizes  IBM  PC/XT/AT,  Apple,  Commodore  64 
microcomputers) 

• Vocabulary  and  thinking  skills  (The  Game  Show) 

• Spelling,  vocabulary,  word  concepts  and  world  facts  (Tic  Tac  Show) 

• Visual  memory,  factual  knowledge,  and  reasoning  skills  (Mister  Match) 

• Reading,  spelling,  vocabulary,  and  dictionary  skills  (Wizard  of  Words) 

• Matching,  sorting,  and  counting  objects  (Dinosaurs) 

• Reading  comprehension,  sequential  thinking,  and  memory  skills  (Lucky's  Maqic 
Hat) 

Target  Industries; 

- Primary  education 
Secondary  education 
Home  market 

Geographic  Markets; 

- U.S.  and  Non-U.S. 

Sales  Office;  Berkeley  (CA) 

Significant  Events; 

- Signed  joint  marketing  agreement  with  McGraw-Hill  Book  Company 

Other; 

- Every  software  title  has  been  endorsed  by  the  National  Education  Association 


*INPUT  estimate 
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COMPANY  PROFILE 


ADVANCED  SYSTEM 
APPLICATIONS,  INC. 

One  ASA  Plaza 
P.O.  Box  385 
Bloomingdale,  IL  60108 
(312)  893-9055 


John  W.  Blaney,  Chairman  and  CEO 
Private  Corporation 
Total  Employees:  690 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $48,735,098 


The  Company  Advanced  System  Applications,  Inc.  (ASA),  a software 

development  firm  founded  in  1977,  provides  on-line  application 
software  products  and  processing  services  to  the  health  care 
industry.  ASA  markets  its  insurance  support  software  to  health 
insurance  carriers.  Blue  Cross  and  Blue  Shield  organizations, 
third-party  administrators,  self-insured  corporations,  and  unions. 

ASA's  strategy  is  to  be  committed  to  understanding  the  current 
and  future  needs  of  the  health  care  industry  and  translating  those 
needs  into  software  solutions.  Additionally,  the  company  is 
committed  to  being  a client-driven  company  with  strong  client 
service  policies.  In  1987,  ASA  implemented  the  Action  Desk 
telephone  help  line  to  provide  a communications  link  for  its 
remote  service  clients.  The  company  also  has  regular  client 
newsletters,  a user  advisory  board,  and  annual  user  conferences. 

Total  1988  revenue  reached  $48.7  million,  a 2%  decrease  from 
1987  revenue  of  $49.7  million.  A five-year  revenue  summary 
follows: 

ADVANCED  SYSTEM  APPLICATIONS,  INC. 

FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

• Percent  increase 

$48,735 

$49,734 

$46,055 

$34,455 

$27,000 

(decrease)  from 
previous  year 

(2%) 

8% 

34% 

28% 

87% 
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ASA  attributes  the  revenue  decline  in  1988  to  the  health  care 
software  industry-wide  trend  of  slower  growth  in  1988. 

As  of  December  1988,  ASA  had  approximately  690  employees, 
segmented  as  follows; 


Marketing  and  sales 

120 

Customer  support 

95 

Research  and  development 

65 

Computer  operations 

125 

Systems  support 

154 

General  and  administrative 

131 

690 

• The  company  currently  has  690  employees. 

ASA's  major  competitors  include  Erisco  (Dun  & Bradstreet), 
Electronic  Data  Systems  Corporation,  and  Dyer,  Wells  & 
Associates  (a  subsidiary  of  CIGNA). 


Key  Products  and  Approximately  93%  of  ASA's  1988  revenue  was  derived  from 

Services  application  software  products  and  7%  from  processing  services.  A 

three-year  summary  of  source  of  revenue  follows; 

ADVANCED  SYSTEM  APPLICATIONS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Software  products 
• Application  software 

$45.3 

93% 

$45.7 

92% 

$40.6 

88% 

Processing  services 
• Transaction  services 

$3.4 

7% 

$4.0 

8% 

$5.5 

12% 

TOTAL 

$48.7 

100% 

$49.7 

100% 

$46.1 

100% 

ASA  markets  the  following  proprietary  software  products; 
ASA/CAPS^^  Claims  Administration  and  Payment  System, 
ASA/CAS  Claims  Administration  System,  ASA/ADMIN^^ 
Group  Billing  and  Administration  System,  ASA/CAPSule^^ 
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Health  Claims  Reporting  System,  ASA/DLS^^  Dental  Logic 
System,  ASA/ACESS^^  eligibility  data  conversion  system,  and 
ASA/BES^^  Billing  and  Eligibility  System.  The  products  are 
available  as  software  packages  licensed  for  in-house  use  on 
mainframe  computers  or  as  on-line  applications  on  ASA's  remote 
computing  service. 

• Software  product  pricing  is  dependent  upon  the  size  and  type  of 
installation  as  well  as  the  amount  of  customization  required. 
Contact  ASA  directly  for  current  pricing  information. 

ASA/CAPS  Claims  Administration  and  Payment  System  (CAPS), 
introduced  in  1978,  is  ASA's  foundation  system.  CAPS  is  an  on- 
line, real-time  system  for  the  administration  and  payment  of 
claims  covered  under  basic,  major  medical,  comprehensive, 
disability,  dental,  and  vision  health  insurance  plans.  Data  can  be 
retrieved  for  analysis  of  utilization,  treatment  patterns,  charges, 
and  other  comparative  data. 

• CAPS  modules  for  medical,  dental,  and  vision  may  be  acquired 
separately  or  integrated  into  one  system. 

• ASA  has  developed  different  versions  of  CAPS  to 
accommodate  requirements  of  the  carrier  and  third-party 
administrator,  the  self-administered  company,  and  Blue  Cross 
and  Blue  Shield  plans. 

• Custom  enhancements  are  available  on  a time  and  materials 
basis.  Pricing  includes  business  and  technical  training  and 
extensive  documentation  for  all  groups  using  the  system.  ASA 
provides  installation  support  services,  conversion  assistance, 
and  system  testing. 

• CAPS  runs  on  IBM  mainframes  or  their  equivalent  under 
OS/VS  or  OS/MVS  using  IBM  CICS/VS  for  on-line  control. 
Programs  are  written  in  COBOL  ANSI  74  and  Assembler 
languages.  CAPS  is  also  available  as  a remote  processing 
service. 

• Clients  using  CAPS  includes  Great-West  Life,  General 
American  Life,  and  Travelers. 

• ASA/CAPS  for  Blue  Cross  and  Blue  Shield  Plan  is  a 
customized  version  of  CAPS  specially  designed  for  Blue  Cross 
and  Blue  Shield.  It  offers  the  same  basic  features  as  CAPS. 

- Clients  using  the  product  include  Blue  Cross  and  Blue  Shield 
of  New  Jersey,  Inc.  and  Blue  Cross  of  Western  Pennsylvania. 
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ASA/CAPSule  (CAPsule),  introduced  in  1979,  is  ASA's  health 
claims  reporting  system.  It  is  a user-controlled  system  for 
producing  plan  performance,  cost  containment,  and  management 
reports  on  health  claims  processing  activities.  The  product 
maintains  up  to  five  years  of  accumulated  information  in  a data 
base. 

• It  is  available  as  a standalone  system  or  on  a remote  service 
basis  where  service  customers  access  specific  CAPsule  reports 
as  part  of  their  basic  service. 

• The  user  options  allow  for  tailoring  report  formats;  developing 
permanent  report  schedules;  definition  of  summarization  levels, 
data  categories,  and  report  criteria;  and  packaging  and 
distributing  reports. 

• Client  and  management  reports  provide  detailed  information 
on  claim  activity;  expenses  and  dollar  savings;  and  performance 
analyses. 

• Cost  containment  reports  compare  claim  activity  against  norms 
based  on  industry  statistics  and  focus  on  known  areas  of  over 
utilization  and  inappropriate  use  of  medical  services.  These 
reports  include: 

- Total  charges/payments  by  type  of  service.  Identifies  what 
procedures  are  being  performed  and  how  much  they  cost. 

- Hospital  admissions  and  length  of  stay  by  diagnostic 
category.  Identifies  inappropriate  utilization  patterns. 

- Total  charges/payments  per  admission  by  location  and 
principal  hospitals.  Compares  hospital  charges  or  payments 
within  a geographic  area. 

- Ambulatory  medical  care  by  location/procedure.  Monitors 
the  quality  of  care  and  associated  costs  of  specific  outpatient 
facilities. 

- Ratio  of  inpatient  to  outpatient  surgery  for  selected 
procedures.  Compares  inpatient/outpatient  facility  use  and 
pinpoints  unnecessary  usage. 

- Payments  for  selected  conditions  and  procedures.  Focuses 
on  admissions  and  payment  by  condition  and  procedure. 

- Friday/Saturday  admissions  for  elective  surgery.  Monitors 
early  admissions  for  elective  surgery. 
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- Hospital  performance  profiling.  Two  reports  analyze 
hospital  utilization  patterns  by  region  and/or  DRG  norms. 

- Hospital  confinement  profiling.  Evaluates  hospitals  for 
participation  in  PPOs  or  other  hospital  rate  setting  contracts 
and  spots  abusive  practice  patterns. 

- Claim  distribution  by  size.  Analyzes  claim  volumes  and 
expenses  for  specific  periods  of  time. 

- Physician  procedure  profile.  Tracks  and  compares  physician 
utilization  patterns,  high  charges,  and  other  cost  containment 
areas  over  periods  of  time. 

- Medical  provider  services  profile.  Identifies  costly  and  high 
volume  physician,  hospital,  and  surgical  services. 

- Average  length  of  stay.  Compares  actual  lengths  of  stay 
against  norms  to  identify  patterns  of  over  utilization. 

• The  software  runs  on  IBM  370,  30XX,  or  43XX  series 
mainframes  or  their  equivalent  under  OS/MVS  using  IBM 
CICS/VS  for  on-line  control.  CAPSule  is  written  in  COBOL 
ANSI  74. 

ASA/ADMIN  (ADMIN),  introduced  in  1979,  is  a group  billing 
and  administration  system.  It  provides  for  group  setup  and 
maintenance,  group  billing  arrangements,  premium  payments, 
commissions,  reserves,  and  risk  sharing.  Group  management 
provides  for  multiple  sets  of  benefits  for  each  group  and  multiple 
types  of  coverages  within  a single  set  of  benefits. 

• ADMIN  offers  multiple  premium  calculations,  billing  methods, 
and  billing  cycles.  The  product  also  provides  experience  data, 
information  on  changes  within  groups  by  state,  and  financial 
and  accounting  control  reports  to  give  a complete  picture  of  the 
group. 

• The  software  runs  on  IBM  370,  30XX,  or  43 XX  series 
mainframes  or  their  equivalent  under  OS/MVS  using  either 
IBM  CICS/VS  or  IMS/DB  for  on-line  control.  ADMIN  is 
written  in  COBOL  ANSI  74. 

• ADMIN  clients  include  CNA  Insurance  Company,  and  Blue 
Cross  and  Blue  Shield  of  the  National  Capital  area. 

ASA/DLS  Dental  Logic  System  (DLS),  introduced  in  1979,  is  an 
on-line  system  used  with  CAPS  that  was  developed  in  cooperation 
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with  the  American  Dental  Examiners,  Inc.  DLS  automates  the 
question  and  answer  methodology  of  the  ADE's  Dental  Claim 
Manual.  This  programmed  logic  is  applied  automatically  during 
the  adjudication  process.  Features  include  the  following; 

• Through  on-line  DLS  screens  and  CAPS  dental  payment 
processing,  the  system  captures  data  and  applies  its  step-by-step 
claim  evaluation  technique  of  automatically  editing  for  patient 
information  such  as  tooth  chart  status,  age,  and  appropriate 
procedure  and  frequency. 

• DLS  provides  several  activation  levels  for  flexibility  in 
application.  Full  dental  logic  can  be  activated  or  deactivated  at 
the  plan  or  procedure  code  level.  Specific  edits  can  also  be 
activated  for  any  given  procedure. 

• Built-in  features  include  procedure  code  correction,  automatic 
reduction  of  charges,  and  automatic  pending  and  rejecting  of 
claims  submitted  for  editing.  In  addition,  DLS  examines  all 
seven  CAPS  dental  payment  lines  in  one  processing  step. 

• Three  DLS  reports  offer  data  analysis  for  tracing  and  reporting 
benefit  dollars  saved.  The  reports  capture  savings  on 
consultation  cases,  DLS  paid  amounts  versus  CAPS  paid 
amounts,  and  actual  DLS  savings  after  reaching  dental 
maximums. 

• The  software  runs  on  IBM  370,  30XX,  or  43XX  series 
mainframes  or  their  equivalent  under  OS/MVS  using  IBM 
CICS/VS  for  on-line  control.  Programs  are  written  in  COBOL 
ANSI  74  and  Assembler  languages. 

ASA/ACESS  (ACESS),  introduced  in  1979,  is  a system  that 
automatically  converts  employee  and  dependent  eligibility  data 
from  any  tape  format  to  the  CAPS  standard  and  creates  a new 
eligibility  file  for  updating  records. 

• The  software  runs  on  IBM  370,  30XX,  or  43XX  series 
mainframes  or  their  equivalent  under  OS/MVS  using  IBM 
CICS/VS  for  on-line  control.  Programs  are  written  in  COBOL 
ANSI  74  and  Assembler  languages. 

CAPS  remote  computing  clients  access  the  data  center  via  leased 
telecommunications  lines.  Data  communications  are  controlled 
through  ASA's  network  center.  ASA  provides  network/hardware 
configuration  recommendations  and  cost  information.  Pricing  is 
dependent  on  claim  volume.  ASA  remote  services  also  include 
ACESS  and  selected  CAPSule  reports. 
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ASA/CAS  II  Claims  Administration  System  (CAS  II)  was 
acquired  in  1985  along  with  the  Claims  Administration  System 
Business  Unit  from  System  Development  Corporation.  It  is  an  on- 
line, real-time  system  for  processing  medical,  dental,  and  vision 
claims.  Features  include: 

• CAS  II  makes  use  of  "tables,"  designed  to  control  claims 
calculation  and  payment  processing  without  reprogramming  to 
make  changes. 

• One-screen  payment  capability  facilitates  a claim  payment  in 
situations  where  drafts  will  be  paid  to  the  hospital,  employee,  or 
physician. 

• CAS  II  captures  provider  data  including  specialty,  multiple 
iterations  of  hospital  room  and  board  rates,  discount  options, 
pay/no-pay  situations,  and  also  captures  information  on  place 
of  treatment,  diagnosis,  and  reasonable  and  customary  rates. 

• During  payment  calculation,  CAS  II  automatically  alerts  the 
adjuster  to  special  care  information,  such  as  conditional  waivers 
and  overpayments,  terminal  liability,  and  trust  agreements.  It 
also  edits  claims  for  type  of  service  including  diagnosis,  age,  sex, 
eligibility,  and  R&C  charges. 

• CAS  II  dental  processing  includes:  multiple  iterations  of  dental 
plan  detail;  editing  for  eligibility,  service  code  validity,  and 
other  values;  and  automatic  calculation  of  payments  using 
separate  or  combined  deductibles,  COB,  and  prior  history.  The 
system's  dental  logic  also  incorporates  tooth  chart  edits  for  prior 
procedures.  X-ray,  and  prophylaxsis  treatments  among  other 
criteria. 

• CAS  II  can  receive  claim  information  electronically  instead  of 
having  data  keyed  from  the  usual  paper  bill. 

• The  system  provides  daily  audit  reports,  pending  claim  reports, 
and  production  statistics  for  management  and  operations  areas. 

• The  software  runs  on  IBM  370,  30XX,  or  43XX  series 
mainframes  or  their  equivalent  under  OS/MVS  using  IBM 
CICS/VS  for  on-line  control.  Programs  are  written  in  COBOL 
ANSI  74  and  Assembler  languages. 

• CAS  II  clients  include  Federal  Express  Corporation,  First  City 
Bancorporation,  American  Postal  Workers  Union  Health  Plan 
(APWUHP),  UIU  (Upholsterer's  International  Union)  Health 
and  Welfare  Fund. 


July  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  7 of  8 


ADVANCED  SYSTEM  APPLICATIONS,  INC. 


INPUT 


Industry  Markets 


Geographic 

Markets 


Computer 

Hardware 


ASA/BES  Billing  and  Eligibility  System  (BES),  introduced  in 
1988,  is  a product  offering  premium  billing,  collections, 
commissions,  and  other  administrative  functions  features.  It  is 
available  as  a standalone  product  or  can  work  as  an  integrated 
partner  with  CAS  II. 

• The  software  runs  on  IBM  370,  30XX,  or  43 XX  series 
mainframes  or  their  equivalent  under  OS/MVS  using  IBM 
CICS/VS  for  on-line  control.  Programs  are  written  in  COBOL 
ANSI  74  and  Assembler  languages. 

• BES  clients  include  the  Illinois  Employee  Benefit  Corporation. 


Approximately  100%  of  ASA's  1988  revenue  was  derived  from  the 
health  insurance  industry  (Blue  Cross  and  Blue  Shield  Plan, 
commercial  carriers,  self-administered  corporations,  unions,  and 
third-party  administrators). 

IBM  selected  ASA  to  assist  in  the  marketing  and  installation  of 
IBM's  3090  systems  under  the  IBM  Authorized  Industry 
Application  Specialist  program.  This  arrangement  partners  ASA's 
software  solutions  with  the  IBM  family  of  processors. 

ASA  has  a client  base  of  more  than  60  customers,  including 
several  Fortune  500  companies.  The  largest  client  since  1983  is 
Blue  Cross  and  Blue  Shield  Plan,  who  accounted  for 
approximately  45%  of  all  1988  revenue.  Equitable  and  Pacific 
Mutual  insurance  companies  are  other  major  clients. 


Approximately  100%  of  ASA's  1988  revenue  was  derived  from 
clients  across  the  U.S.  ASA  received  approximately  100%  of  their 
revenue  from  the  U.S.  in  1987  and  1986. 

ASA  has  U.S.  corporate  headquarters  in  Bloomingdale  (IL);  a 
sales  support  office  in  Atlanta  (GA);  and  a client  support  office  in 
Marina  del  Rey  (CA).  ASA  also  operates  a data  center  in 
Addison  (IL). 


ASA  has  one  Amdahl  5860  and  two  Amdahl  5870s  installed  at  its 
data  center  in  Addison  (IL)  in  support  of  its  processing  services. 
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12/31/86:  $46,055,000 


THE  COMPANY 

• Advanced  System  Applications  (ASA),  a software  development  firm  founded  in 
1977,  markets  on-line  application  software  and  data  processing  services  for 
the  health  insurance  industry.  ASA  markets  its  insurance  support  software  to 
health  insurance  carriers.  Blue  Cross  and  Blue  Shield  organizations,  third- 
party  administrators,  and  self-insured  corporations. 

• 1986  revenue  was  $46  million,  a 34%  increase  over  $34.5  million  in  1985.  A 
five-year  revenue  summary  follows: 


ADVANCED  SYSTEM  APPLICATIONS 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 
ITEM  ^ 

12/86 

12/85 

12/84 

12/83 

12/82 

Revenue 

$46,055 

$34,455 

$27,000 

$14,475 

$1  1,340 

. Percent  increase 
over  previous  year 

34% 

28% 

87% 

00 

46% 

• ASA  management  attributes  the  company's  growth,  in  part,  to  rising  health 
care  costs  and  the  continuing  concern  over  health  benefit  cost  management, 
which  ASA  addresses  through  productivity  measures  and  cost  containment 
features  within  their  software  products. 

• In  1985,  ASA  acquired  the  Claims  Administration  System  (CAS)  Business  Unit 
of  System  Development  Corporation,  a California-based  company  providing 
processing  services  and  software  for  medical,  dental,  and  disability  insurance 
plans.  Terms  of  the  acquisition  were  not  disclosed. 

• As  of  December  31,  1986,  ASA  had  over  754  employees. 

• ASA'S  competitors  include  McDonnell  Douglas  Information  Systems  Group, 
Erisco  (Dun  & Bradstreet),  Electronic  Data  Systems  Corporation,  and  Dyer, 
Wells  & Associates  (a  subsidiary  of  CIGNA). 
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KEY  PRODUCTS  AND  SERVICES 

• The  majorit/  of  1986  revenue  was  derived  from  application  software 
systems.  Processing  services,  introduced  in  1983,  comprise  an  estimated  12% 
of  ASA's  revenue. 

• ASA  markets  six  proprietary  software  products:  CAPS,  CAPSule,  Advanced 
DentaLogic,  ACESS,  ADMIN,  and  CAS  II.  The  products  are  available  as 
software  packages  licensed  for  in-house  use  on  mainframe  computers  or  as  on- 
line applications  on  ASA's  remote  computing  service. 

• CAPS,  Claims  Administration  and  Payment  System,  introduced  in  1978,  is 
ASA's  foundation  system.  CAPS  is  an  on-line,  real-time  system  for  the 
administration  and  payment  of  claims  covered  under  basic,  major  medical, 
comprehensive,  disability,  dental,  and  vision  health  insurance  plans.  Data  can 
be  retrieved  for  in-depth  analysis  of  utilization,  treatment  patterns,  charges, 
and  other  comparative  data. 

The  software  runs  on  IBM  mainframes  or  their  equivalent  under  OS/VS 
or  OS/MVS  using  IBM  CICS/VS  for  on-line  control.  Programs  are 
written  in  COBOL  ANSI  74  and  Assembler  languages.  CAPS  is  also 
available  as  a remote  processing  service. 

Features  include: 

. Flexible  data  capture.  CAPS  accepts  data  in  a variety  of  data 
formats,  in  summary  or  detail  form,  to  support  prepayment 
editing  and  utilization  review  programs. 

. On-line  editing  capabilities.  CAPS  automatically  edits  incoming 
data,  checks  for  cancellation  or  gaps  in  coverage,  validates 
claimant  age,  and  flags  duplicate  records. 

Dental  logic  features  tooth  chart  status,  dental  history 
and  utilization,  and  edits  for  appropriate  procedure 
frequencies  and  inappropriate  procedures. 

Charges  can  be  processed  on  a schedule  or  reasonable  and 
customary  (R&C)  basis. 

. Payment  controls.  The  system  automatically  tracks  plan 
maximums,  applies  deductibles,  and  calculates  payments  for  all 
coverages  according  to  plan  provisions.  Other  controls  include 
stop  payments,  reissued  payments,  manual  payments,  refunds, 
and  adjustments. 

. User-controlled  benefit  structure.  Benefit  structures  are 
created  and  maintained  on-line  and  are  defined  in  tables  so  they 
can  be  altered  without  programming  changes.  Changes  can  be 
tested  using  a testing  facility  within  the  system.  Prototyping 
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and  cross-referencing  are  provided  to  serve  companies  with 
multiple  plans. 

. Extensive  security  measures.  These  measures  protect  against 
unauthorized  access  to  or  modification  of  data. 

. Cost  management.  The  main  components  of  ASA's  Medical 
Management  facility  include  a preadmission  review  that 
evaluates  the  need  for  inpatient  hospitalization  and  establishes 
an  appropriate  length  of  stay  for  each  admission;  a concurrent 
review  that  evaluates  the  need  for  a continuing  stay;  an  ambula- 
tory surgery  feature  that  encourages  the  use  of  outpatient 
settings  for  selective  surgical  procedures;  and  a second  surgical 
opinion  component  that  automates  mandatory  and  voluntary 
programs  used  to  encourage  beneficiaries  to  seek  second  or  third 
opinions. 

. DRG  processing.  The  system  captures  all  elements  needed  to 
automatically  assign  proper  DRGs  for  hospitalization,  maintains 
multiple  DRG  schedules,  calculates  DRG-based  payments,  and 
retains  DRG  charge  and  utilization  data. 

Modules  for  medical,  dental,  and  vision  may  be  acquired  separately  or 
integrated  as  one  system. 

ASA  has  developed  different  versions  of  CAPS  to  accommodate 
requirements  of  the  carrier  and  third-party  administrator,  the  self- 
administered  company,  and  Blue  Cross  and  Blue  Shield  plans. 

Custom  enhancements  are  available  on  a time  and  materials  basis. 
Pricing  includes  business  and  technical  training  and  extensive  documen- 
tation for  all  groups  using  the  system.  ASA  provides  installation 
support  services,  conversion  assistance,  and  system  testing. 

• CAS  II,  for  corporate  self-administration  of  health  claims,  was  acquired  in 
1985  along  with  the  Claims  Administration  System  Business  Unit  from  System 
Development  Corporation  of  Santa  Monica  (CA).  It  is  an  on-line,  real-time 
system  for  processing  medical,  dental,  and  vision  claims.  Features  include: 

Extensive  use  of  tables.  CAS  II  makes  use  of  "tables,"  designed  to 
control  claims  calculation  and  payment  processing  without  reprogram- 
ming to  make  changes.  The  tables  allow  users  to  select  processing 
options  and  establish  service  codes,  calculation  codes,  and  other  special 
processing  conditions.  The  system's  on-line  plan-load  feature  accepts 
English-like  instructions  to  load  a benefit  plan  and  translates  the 
instructions  into  machine  parameters.  Plan  modification  is  made  by 
accessing  the  plan  benefit  structure  and  making  the  change  on-line. 
CAS  will  retain  the  old  plan  along  with  five  prior  versions. 
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Streamlined  payment  capability.  One-screen  payment  capability 
facilitates  a claim  payment  in  situations  where  drafts  will  be  paid  to 
the  hospital,  employee,  or  physician. 

Extensive  data  capture.  CAS  captures  provider  data  including 
specialty,  multiple  iterations  of  hospital  room  and  board  rates,  discount 
options,  pay/no-pay  situations,  and  also  captures  information  on  place 
of  treatment,  diagnosis,  and  reasonable  and  customary  rates. 

Automatic  calculation.  During  payment  calculation,  CAS  automatic- 
ally alerts  the  adjuster  to  special  care  information,  such  as  conditional 
waivers  and  overpayments,  terminal  liability,  and  trust  agreements.  It 
also  edits  claims  for  type  of  service  including  diagnosis,  age,  sex, 
eligibility,  and  R&C  charges.  CAS  also  provides  coordination  of 
benefits  by  displaying  the  identification  and  benefit  coverages  of  other 
insurance.  In  reaching  its  calculation,  the  system  incorporates 
payment  limits,  stop  loss,  and  carryover  periods  on  an  individual  or 
family  basis.  The  system  can  then  issue  drafts  to  employees  or  issue 
single  or  consolidated  drafts  to  providers. 

CAS  dental  processing  includes:  multiple  iterations  of  dental  plan 

detail;  editing  for  eligibility,  service  code  validity,  R&C  amounts,  and 
other  values;  and  automatic  calculation  of  payments  using  separate  or 
combined  deductibles,  COB,  and  prior  history.  The  system's  dental 
logic  also  incorporates  tooth  chart  edits  for  prior  procedures.  X-ray, 
and  prophylaxsis  treatments  among  other  criteria. 

Alpha  search  access  to  information.  CAS  alpha  search  features  provide 
access  to  employee  and  provider  information  even  if  a social  security 
or  tax  identification  number  is  not  available.  Users  access  employees 
or  providers  using  a last  name,  a combination  of  first  and  last  name,  or 
a close  approximation  of  last  name.  The  system  also  provides  alpha 
search  capability  using  phonetic  equivalents  of  procedure  and  diagnosis 
codes. 

Electronic  claim  submission  and  automatic  processing.  CAS  can 
receive  claim  information  electronically  instead  of  having  data  keyed 
from  the  usual  paper  bill.  Electronically  submitted  claims  undergo 
payment  edits,  data  validation,  and  eligibility  tests.  If  claims  meet  all 
criteria,  they  are  paid  automatically— without  adjuster  review.  If  a 
claim  does  not  meet  all  payment  edit  criteria,  CAS  holds  it  for  claim 
adjuster  review.  If  a claim  fails  significant  edits,  CAS  can  reject  it 
automatically. 

System  reporting.  The  system  provides  daily  audit  reports,  pending 
claim  reports,  and  production  statistics  for  management  and  operations 
areas.  CAS  also  generates  drafts  and  explanations  of  benefits,  in 
addition  to  form  letters  with  user-defined  text. 
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• CAPSule,  ASA'S  health  claims  reporting  system,  is  a user -control  led  system 
for  producing  plan  performance,  cost  containment,  and  management  reports 
on  health  claims  processing  activities.  The  product  maintains  up  to  five  years 
of  accumulated  information  in  a data  base. 

The  system  was  designed  to  interface  with  the  CAPS  system  but  can 
also  be  used  with  other  on-line  claims  payment  systems.  It  is  available 
as  a standalone  system  or  on  a remote  service  basis  where  service 
customers  access  specific  CAPSule  reports  as  part  of  their  basic 
service. 

The  user  options  allow  for  tailoring  report  formats,  developing 
permanent  report  schedules,  definition  of  summarization  levels,  data 
categories,  and  report  criteria,  and  packaging  and  distributing  reports. 

Client  and  management  reports  provide  detailed  information  on  claim 
activity,  expenses  and  dollar  savings,  and  performance  analyses. 

Cost  containment  reports  compare  claim  activity  against  norms  based 
on  industry  statistics  and  focus  on  known  areas  of  overutilization  and 
inappropriate  use  of  medical  services.  These  reports  include; 

. Total  Charges/Payments  by  Type  of  Service  - Identifies  what 
procedures  are  being  performed  and  how  much  they  cost. 

. Hospital  Admissions  and  Length  of  Stay  by  Diagnostic 
Category  - Identifies  inappropriate  utilization  patterns. 

. Total  Charges/Payments  Per  Admission  by  Location  and 
Principal  Hospitals  - Compares  hospital  charges  or  payments 
within  a geographic  area. 

. Ambulatory  Medical  Care  by  Location/Procedure  - Monitors  the 
quality  of  care  and  associated  costs  of  specific  outpatient 
facilities. 

. Ratio  of  Inpatient  to  Outpatient  Surgery  for  Selected  Proce- 
dures - Compares  Inpatient/Outpatient  facility  use  and  pinpoints 
unnecessary  usage. 

. Payments  for  Selected  Conditions  and  Procedures  - Focuses  on 
admissions  and  payment  by  condition  and  procedure. 

. Friday/Saturday  Admissions  for  Elective  Surgery  - Monitors 
early  admissions  for  elective  surgery. 

. Hospital  Performance  Profiling  - Two  reports  analyze  hospital 
utilization  patterns  by  region  and/or  DRG  norms. 
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. Hospital  Confinement  Profiling  - Evaluates  hospitals  for  partici- 
pation in  PPOs  or  other  hospital  rate  setting  contracts  and  spots 
abusive  practice  patterns. 

. Claim  Distribution  by  Size  - Analyzes  claim  volumes  and 
expenses  for  specific  periods  of  time. 

. Physician  Procedure  Profile  - Tracks  and  compares  physician 
utilization  patterns,  high  charges,  and  other  cost  containment 
areas  over  periods  of  time. 

. Medical  Provider  Services  Profile  - Identifies  costly  and  high 
volume  physician,  hospital,  and  surgical  services. 

. Average  Length  of  Stay  - Compares  actual  lengths  of  stay 
against  norms  to  identify  patterns  of  overutilization. 

CAPSule  is  written  in  COBOL  and  runs  on  IBM  mainframes  or  their 
equivalents  under  OS/VS  or  OS/MVS  using  CICS/VS  for  on-line  control. 

• Advanced  DentaLogic  Subsystem  (DLS),  an  on-line  system  used  with  CAPS, 
was  developed  in  cooperation  with  the  American  Dental  Examiners,  Inc.  DLS 
automates  the  question  and  answer  methodology  of  the  ADE's  Dental  Claim 
Manual.  This  programmed  logic  is  applied  automatically  during  the  adjudica- 
tion process.  Features  include: 

Through  on-line  DLS  screens  and  CAPS  dental  payment  processing,  the 
system  captures  data  and  applies  its  step-by-step  claim  evaluation 
technique— automatical ly  editing  for  patient  information  such  as  tooth 
chart  status,  age,  and  appropriate  procedure  and  frequency. 

DLS  provides  several  activation  levels  for  flexibility  in  application. 
Full  dental  logic  can  be  activated  or  deactivated  at  the  plan  or 
procedure  code  level.  Specific  edits  can  also  be  activated  for  any 
given  procedure. 

Built-in  features  include:  procedure  code  correction,  automatic 

reduction  of  charges,  and  automatic  pending  and  rejecting  of  claims 
submitted  for  editing.  In  addition,  DLS  examines  all  seven  CAPS 
dental  payment  lines  in  one  processing  step. 

Three  DLS  reports  offer  data  analysis  for  tracing  and  reporting  benefit 
dollars  saved.  The  reports  capture  savings  on  consultation  cases,  DLS 
paid  amounts  versus  CAPS  paid  amounts,  and  actual  DLS  savings  after 
reaching  dental  maximums. 

• ACESS  is  a system  that  automatically  converts  employee  and  dependent 
eligibility  data  from  any  tape  format  to  the  CAPS  standard  and  creates  a new 
eligibility  file  for  updating  records.  The  system  runs  on  IBM  mainframes 
under  OS/VS  or  OS/MVS. 
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• ADMIN  is  a group  billing  and  administration  system.  It  provides  for  group  set- 
up and  maintenance,  group  billing  arrangements,  premium  payments,  commis- 
sions, reserves,  and  risk  sharing.  Group  management  provides  for  multiple 
sets  of  benefits  for  each  group  and  multiple  types  of  coverages  within  a single 
set  of  benefits. 

ADMIN  offers  multiple  premium  calculations,  billing  methods,  and 
billing  cycles.  ADMIN  also  provides  experience  data,  information  on 
changes  within  groups  by  state,  and  financial  and  accounting  control 
reports  to  give  a complete  picture  of  the  group. 

ADMIN  is  written  in  COBOL.  The  software  runs  on  IBM  mainframes  or 
their  equivalents  under  OS/VS  or  MVS  operating  systems  using  1MS/D3 
or  CICS/VS. 

• CAPS  remote  computing  clients  access  the  data  center  via  leased  telecom- 
munications lines.  Data  communications  are  controlled  through  ASA's 
network  center.  ASA  will  provide  network/hardware  configuration  recom- 
mendations and  cost  information.  Pricing  is  dependent  on  claim  volume.  ASA 
remote  services  also  include  ACESS  and  selected  CAPSule  reports. 

INDUSTRY  MARKETS 

• Most  of  ASA'S  1986  revenue  was  derived  from  the  health  insurance  industry. 
The  remaining  revenue  was  derived  from  large  companies  administering  in- 
house  insurance  plans. 

GEOGRAPHIC  MARKETS 

• 1986  revenue  was  derived  primarily  from  clients  across  the  U.S. 

COAAPUTER  HARDWARE  AND  SOFTWARE 

• ASA's  data  center  in  Addision  (IL)  has  one  Amdahl  580/5880  and  one  Amdahl 
470/V8  running  under  OS/MVS. 
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ADVANCED  SYSTEM  APPLICATIONS, 
INC. 

One  ASA  Plaza 
Bloomingdale,  IL  60108 
(312)  893-9055 


John  W.  Blaney,  Chairman 
Private  Corporation 
Total  Employees:  575 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $34,000,000* 


THE  COMPANY 

• Advanced  System  Applications,  a software  development  firm  founded  in  1977, 
markets  on-line  application  software  and  data  processing  services  for  the 
health  insurance  industry.  ASA  markets  its  insurance  support  software  to 
health  insurance  carriers.  Blue  Cross  and  Blue  Shield  organizations,  third- 
party  administrators,  and  self-insured  corporations. 

• 1985  revenue  is  expected  to  reach  $34  million,  a 26%  increase  over  $27 
million  in  1984.  A five-year  revenue  summary  follows: 


ADVANCES  SYSTEM  APPLICATIONS 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


YEAR 

ITEM 

12/85 

12/84 

12/83 

12/82 

12/81 

Revenue 

. Percent  increase 
over  previous  year 

$34,000* 

26% 

$27,000 

87% 

$14,475 

28% 

$1 1,340 
46% 

$7,761 

132% 

• ASA  management  attributes  the  company's  growth,  in  part,  to  rising  health 
care  costs  and  the  continuing  concern  over  health  benefit  cost  management, 
which  ASA  addresses  through  productivity  measures  and  cost  containment 
features  within  their  software  products. 

• In  1985,  ASA  acquired  the  Claims  Administration  System  (CAS)  Business  Unit 
of  System  Development  Corporation,  a California-based  company  providing 
processing  services  and  software  for  medical,  dental,  and  disability  insurance 
plans.  Terms  of  the  acquisition  were  not  disclosed. 

• As  of  December  31,  1984,  ASA  had  over  400  employees.  There  are  currently 
nearly  600  employees. 

• ASA's  competitors  include  Informatics  General  Corporation,  McDonnell 
Douglas  Information  Systems  Group,  Erisco  (Dun  & Bradstreet),  Electronic 
Data  Systems  Corporation,  and  the  Dyer,  Wells  & Associates  division  of 
Information  Science  Incorporated. 


♦Company  estimate 
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KEY  PRODUCTS  AND  SERVICES 

• The  majority  of  1985  revenue  was  derived  from  application  software 
systems.  Processing  services,  introduced  in  1983,  comprise  an  increasing 
percent  of  ASA's  revenue  (approximately  12%). 

• ASA  markets  six  proprietary  software  products:  CAPS,  CAPSule,  Advanced 
DentaLogic,  ACESS,  ADMIN,  and  CAS  II.  The  products  are  available  as 
software  packages  licensed  for  in-house  use  on  mainframe  computers  or  as  on- 
line applications  on  ASA's  remote  computing  service. 

• CAPS,  Claims  Administration  and  Payment  System,  introduced  in  1978,  is 
ASA's  foundation  system.  CAPS  is  an  on-line,  real-time  system  for  the 
administration  and  payment  of  claims  covered  under  basic,  major  medical, 
comprehensive,  disability,  dental,  and  vision  health  insurance  plans.  Data  can 
be  retrieved  for  in-depth  analysis  of  utilization,  treatment  patterns,  charges, 
and  other  comparative  data. 

The  software  runs  on  IBM  mainframes  or  their  equivalent  under  OS/VS 
or  OS/MVS  using  IBM  CICS/VS  for  on-line  control.  Programs  are 
written  in  COBOL  ANSI  74  and  Assembler  languages.  CAPS  is  also 
available  as  a remote  processing  service. 

Features  include: 

. Flexible  data  capture.  CAPS  accepts  data  in  a variety  of  data 
formats,  in  summary  or  detail  form,  to  support  prepayment 
editing  and  utilization  review  programs. 

. On-line  editing  capabilities.  CAPS  automatically  edits  incoming 
data,  checks  for  cancellation  or  gaps  in  coverage,  validates 
claimant  age,  and  flags  duplicate  records. 

Dental  logic  features  tooth  chart  status,  dental  history 
and  utilization,  and  edits  for  appropriate  procedure 
frequencies  and  inappropriate  procedures. 

Charges  can  be  processed  on  a schedule  or  reasonable  and 
customary  (R&C)  basis. 

. Payment  controls.  The  system  automatically  tracks  plan 
maximums,  applies  deductibles,  and  calculates  payments  for  all 
coverages  according  to  plan  provisions.  Other  controls  include 
stop  payments,  reissued  payments,  manual  payments,  refunds, 
and  adjustments. 

. User-controlled  benefit  structure.  Benefit  structures  are 
created  and  maintained  on-line  and  are  defined  in  tables  so  they 
can  be  altered  without  programming  changes.  Changes  can  be 
tested  using  a testing  facility  within  the  system.  Prototyping 
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and  cross-referencing  are  provided  to  serve  companies  with 
multiple  plans. 

. Extensive  security  measures.  These  measures  protect  against 
unauthorized  access  to  or  modification  of  data. 

. Cost  management.  The  main  components  of  ASA's  Medical 
Management  facility  include  a preadmission  review  that 
evaluates  the  need  for  inpatient  hospitalization  and  establishes 
an  appropriate  length  of  stay  for  each  admission;  a concurrent 
review  that  evaluates  the  need  for  a continuing  stay;  an  ambula- 
tory surgery  feature  that  encourages  the  use  of  outpatient 
settings  for  selective  surgical  procedures;  and  a second  surgical 
opinion  component  that  automates  mandatory  and  voluntary 
programs  used  to  encourage  beneficiaries  to  seek  second  or  third 
opinions. 

. Payment  autoprocessing.  Planned  to  be  available  in  mid- 1986, 
provides  user-defined  processing  edits  and  a hospital  detail 
screen  allowing  on-line  data  entry.  The  system  captures  all 
essential  UB82  data  including  revenue  codes  and  other  elements 
necessary  for  DRG  determination. 

. DRG  processing.  Also  scheduled  for  mid-1986  availability,  the 
system  captures  all  elements  needed  to  automatically  assign 
proper  DRGs  for  hospitalization,  maintains  multiple  DRG 
schedules,  calculates  DRG-based  payments,  and  retains  DRG 
charge  and  utilization  data. 

Modules  for  medical,  dental,  and  vision  may  be  acquired  separately  or 
integrated  as  one  system. 

ASA  has  developed  different  versions  of  CAPS  to  accommodate 
requirements  of  the  carrier  and  third-party  administrator,  the  self- 
administered  company,  and  Blue  Cross  and  Blue  Shield  plans. 

Custom  enhancements  are  available  on  a time  and  materials  basis. 
Pricing  includes  business  and  technical  training  and  extensive  documen- 
tation for  all  groups  using  the  system.  ASA  provides  installation 
support  services,  conversion  assistance,  and  system  testing. 

• CAS  II,  for  corporate  self-administration  of  health  claims,  was  acquired  in 
1985  along  with  the  Claims  Administration  System  Business  Unit  from  System 
Development  Corporation  of  Santa  Monica  (CA).  It  is  an  on-line,  real-time 
system  for  processing  medical,  dental,  and  vision  claims.  Features  include: 

Extensive  use  of  tables.  CAS  II  makes  use  of  "tables,"  designed  to 
control  claims  calculation  and  payment  processing  without  reprogram- 
ming to  make  changes.  The  tables  allow  users  to  select  processing 
options  and  establish  service  codes,  calculation  codes,  and  other  special 
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processing  conditions.  The  system's  on-line  plan-load  feature  accepts 
English-like  instructions  to  load  a benefit  plan  and  translates  the 
instructions  into  machine  parameters.  Plan  modification  is  made  by 
accessing  the  plan  benefit  structure  and  making  the  change  on-line. 
CAS  will  retain  the  old  plan  along  with  five  prior  versions. 

Streamlined  payment  capability.  One-screen  payment  capability 
facilitates  a claim  payment  in  situations  where  drafts  will  be  paid  to 
the  hospital,  employee,  or  physician. 

Extensive  data  capture.  CAS  captures  provider  data  including 
specialty,  multiple  iterations  of  hospital  room  and  board  rates,  discount 
options,  pay/no-pay  situations,  and  also  captures  information  on  place 
of  treatment,  diagnosis,  and  reasonable  and  customary  rates. 

Automatic  calculation.  During  payment  calculation,  CAS  automatic- 
ally alerts  the  adjuster  to  special  care  information,  such  as  conditional 
waivers  and  overpayments,  terminal  liability,  and  trust  agreements.  It 
also  edits  claims  for  type  of  service  including  diagnosis,  age,  sex, 
eligibility,  and  R&C  charges.  CAS  also  provides  coordination  of 
benefits  by  displaying  the  identification  and  benefit  coverages  of  other 
insurance.  In  reaching  its  calculation,  the  system  incorporates 
payment  limits,  stop  loss,  and  carryover  periods  on  an  individual  or 
family  basis.  The  system  can  then  issue  drafts  to  employees  or  issue 
single  or  consolidated  drafts  to  providers. 

CAS  dental  processing  includes:  multiple  iterations  of  dental  plan 

detail;  editing  for  eligibility,  service  code  validity,  R&C  amounts,  and 
other  values;  and  automatic  calculation  of  payments  using  separate  or 
combined  deductibles,  COB,  and  prior  history.  The  system's  dental 
logic  also  incorporates  tooth  chart  edits  for  prior  procedures.  X-ray, 
and  prophylaxsis  treatments  among  other  criteria. 

Alpha  search  access  to  information.  CAS  alpha  search  features  provide 
access  to  employee  and  provider  information  even  if  a social  security 
or  tax  identification  number  is  not  available.  Users  access  employees 
or  providers  using  a last  name,  a combination  of  first  and  last  name,  or 
a close  approximation  of  last  name.  The  system  also  provides  alpha 
search  capability  using  phonetic  equivalents  of  procedure  and  diagnosis 
codes. 

Electronic  claim  submission  and  automatic  processing.  CAS  can 
receive  claim  information  electronically  instead  of  having  data  keyed 
from  the  usual  paper  bill.  Electronically  submitted  claims  undergo 
payment  edits,  data  validation,  and  eligibility  tests.  If  claims  meet  all 
criteria,  they  are  paid  automatically—without  adjuster  review.  If  a 
claim  does  not  meet  all  payment  edit  criteria,  CAS  holds  it  for  claim 
adjuster  review.  If  a claim  fails  significant  edits,  CAS  can  reject  it 
automatically. 
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System  reporting.  The  system  provides  daily  audit  reports,  pending 
claim  reports,  and  production  statistics  for  management  and  operations 
areas.  CAS  also  generates  drafts  and  explanations  of  benefits,  in 
addition  to  form  letters  with  user-defined  text. 

CAPSule,  ASA'S  health  claims  reporting  system,  is  a user-controlled  system 
for  producing  plan  performance,  cost  containment,  and  management  reports 
on  health  claims  processing  activities.  The  product  maintains  up  to  five  years 
of  accumulated  information  in  a data  base. 

The  system  was  designed  to  interface  with  the  CAPS  system  but  can 
also  be  used  with  other  on-line  claims  payment  systems.  It  is  available 
as  a standalone  system  or  on  a remote  service  basis  where  service 
customers  access  specific  CAPSule  reports  os  part  of  their  basic 
service. 

The  user  options  allow  for  tailoring  report  formats,  developing 
permanent  report  schedules,  definition  of  summarization  levels,  data 
categories,  and  report  criteria,  and  packaging  and  distributing  reports. 

Client  and  management  reports  provide  detailed  information  on  claim 
activity,  expenses  and  dollar  savings,  and  performance  analyses. 

Cost  containment  reports  compare  claim  activity  against  norms  based 
on  industry  statistics  and  focus  on  known  areas  of  overutilization  and 
inappropriate  use  of  medical  services.  These  reports  include; 

. Total  Charges/Payments  by  Type  of  Service  - Identifies  what 
procedures  are  being  performed  and  how  much  they  cost. 

. Hospital  Admissions  and  Length  of  Stay  by  Diagnostic 
Category  - Identifies  inappropriate  utilization  patterns. 

. Total  Charges/Payments  Per  Admission  by  Location  and 
Principal  Hospitals  - Compares  hospital  charges  or  payments 
within  a geographic  area. 

. Ambulatory  Medical  Care  by  Location/Procedure  - Monitors  the 
quality  of  care  and  associated  costs  of  specific  outpatient 
facilities. 

. Ratio  of  Inpatient  to  Outpatient  Surgery  for  Selected  Proce- 
dures - Compares  Inpatient/Outpatient  facility  use  and  pinpoints 
unnecessary  usage. 

. Payments  for  Selected  Conditions  and  Procedures  - Focuses  on 
admissions  and  payment  by  condition  and  procedure. 

. Friday/Saturday  Admissions  for  Elective  Surgery  - Monitors 
early  admissions  for  elective  surgery. 
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. Hospital  Performance  Profiling  - Two  reports  analyze  hospital 
utilization  patterns  by  region  and/or  DRG  norms. 

. Hospital  Confinement  Profiling  - Evaluates  hospitals  for  partici- 
pation in  PPOs  or  other  hospital  rate  setting  contracts  and  spots 
abusive  practice  patterns. 

. Claim  Distribution  by  Size  - Analyzes  claim  volumes  and 
expenses  for  specific  periods  of  time. 

. Physician  Procedure  Profile  - Tracks  and  compares  physician 
utilization  patterns,  high  charges,  and  other  cost  containment 
areas  over  periods  of  time. 

. Medical  Provider  Services  Profile  - Identifies  costly  and  high 
volume  physician,  hospital,  and  surgical  services. 

. Average  Length  of  Stay  - Compares  actual  lengths  of  stay 
against  norms  to  identify  patterns  of  overutilization. 

CAPSule  is  written  in  COBOL  and  runs  on  IBM  mainframes  or  their 
equivalents  under  OS/VS  or  OS/ MVS  using  CICS/VS  for  on-line  control. 

• Advanced  DentaLogic  Subsystem  (DLS),  an  on-line  system  used  with  CAPS, 
was  developed  in  cooperation  with  the  American  Dental  Examiners,  Inc.  DLS 
automates  the  question  and  answer  methodology  of  the  ADE's  Dental  Claim 
Manual.  This  programmed  logic  is  applied  automatically  during  the  adjudica- 
tion process.  Features  include: 

Through  on-line  DLS  screens  and  CAPS  dental  payment  processing,  the 
system  captures  data  and  applies  its  step-by-step  claim  evaluation 
technique—automatically  editing  for  patient  information  such  as  tooth 
chart  status,  age,  and  appropriate  procedure  and  frequency. 

DLS  provides  several  activation  levels  for  flexibility  in  application. 
Full  dental  logic  can  be  activated  or  deactivated  at  the  plan  or 
procedure  code  level.  Specific  edits  can  also  be  activated  for  any 
given  procedure. 

Built-in  features  include:  procedure  code  correction,  automatic 

reduction  of  charges,  and  automatic  pending  and  rejecting  of  claims 
submitted  for  editing.  In  addition,  DLS  examines  all  seven  CAPS 
dental  payment  lines  in  one  processing  step. 

Three  DLS  reports  offer  data  analysis  for  tracing  and  reporting  benefit 
dollars  saved.  The  reports  capture  savings  on  consultation  cases,  DLS 
paid  amounts  versus  CAPS  paid  amounts,  and  actual  DLS  savings  after 
reaching  dental  maximums. 
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• ACESS  is  a system  that  automatically  converts  employee  and  dependent 
eligibility  data  from  any  tape  format  to  the  CAPS  standard  and  creates  a new 
eligibility  file  for  updating  records.  The  system  runs  on  IBM  mainframes 
under  OS/VS  or  OS/MVS. 

• ADMIN  is  a group  billing  and  administration  system.  It  provides  for  group  set- 
up and  maintenance,  group  billing  arrangements,  premium  payments,  commis- 
sions, reserves,  and  risk  sharing.  Group  management  provides  for  multiple 
sets  of  benefits  for  each  group  and  multiple  types  of  coverages  within  a single 
set  of  benefits. 

ADMIN  offers  multiple  premium  calculations,  billing  methods,  and 
billing  cycles.  ADMIN  also  provides  experience  data,  information  on 
changes  within  groups  by  state,  and  financial  and  accounting  control 
reports  to  give  a complete  picture  of  the  group. 

ADMIN  is  written  in  COBOL.  The  software  runs  on  IBM  mainframes  or 
their  equivalents  under  OS/VS  or  MVS  operating  systems  using  IMS/DB 
or  CICS/VS. 

• CAPS  remote  computing  clients  access  the  data  center  via  leased  telecom- 
munications lines.  Data  communications  are  controlled  through  ASA's 
network  center.  ASA  will  provide  network/hardware  configuration  recom- 
mendations and  cost  information.  Pricing  is  dependent  on  claim  volume.  ASA 
remote  services  also  include  ACESS  and  selected  CAPSule  reports. 

INDUSTRY  AAARKETS 

• Most  of  ASA's  1985  revenue  was  derived  from  the  health  insurance  industry. 
The  remaining  revenue  was  derived  from  large  companies  administering  in- 
house  insurance  plans. 

GEOGRAPHIC  MARKETS 

• 1985  revenue  was  derived  primarily  from  clients  across  the  U.S. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• ASA's  data  center  in  Addision  (IL)  has  one  Amdahl  580/5880  and  one  Amdahl 
470/V8  running  under  OS/MVS. 
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ADVANCED  SYSTEM  APPLICATIONS, 
INC. 

One  ASA  Plaza 
Bloomingdale,  IL  60108 
(312)  893-9055 


John  W.  Blaney,  President 
Private  Corporation 
Total  Employees:  400+ 

Total  Revenue,  Fiscal  Year  End 
12/31/83;  $14,475,000 


THE  COMPANY 

• Advanced  System  Applications,  a software  development  firm  founded  in  1977, 
markets  on-line  claims  processing  software  and  data  processing  services  for 
the  health  care  industry. 

• ASA  markets  its  insurance  support  software  to  health  insurance  carriers.  Blue 
Cross/Blue  Shield  organizations,  third-party  administrators,  and  self-insured 
corporations. 

• Fiscal  1983  revenue  was  $14.5  million,  a 28%  increase  over  $11.3  million  in 
1982.  A five-year  financial  summary  follows; 


ADVANCED  SYSTEM  APPLICATIONS 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


^ FISCAL  YEAR 

ITEM 

12/83 

12/82 

12/81 

12/80 

12/79 

Revenue 

. Percent  increase 

$ 14,475 

$ 1 1,340 

$7,761 

$3,340 

$1,990 

over  previous  year 

28% 

46% 

132% 

68% 

27% 

ASA  attributes  their  record  growth  in  part  to  rising  health  care  costs 
and  the  continuing  concern  over  health  benefit  cost  management, 
which  ASA  addresses  through  productivity  measures  and  cost  contain- 
ment features. 

Company  management  expects  the  growth  record  to  continue  with  1984 
revenue  approaching  $25  million. 

• As  of  December  31,  1983,  ASA  had  332  employees.  There  are  currently  over 
400  employees. 

• ASA  competitors  include  Informatics,  McAuto,  Erisco,  System  Development 
Corporation,  Electronic  Data  Systems  Corporation,  and  the  Dyer,  Wells  & 
Associates  division  of  Information  Science  Incorporated. 
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KEY  PRODUCTS  AND  SERVICES 

• The  majority  of  fiscal  1983  revenue  was  derived  from  application  software 
systems.  Processing  services,  introduced  in  1983,  are  expected  to  comprise  an 
increasing  percent  of  ASA's  revenue. 

• ASA  markets  three  proprietary  software  products,  CAPS,  CAPSule,  and 
ACESS.  The  products  are  available  as  software  packages  licensed  for  in-house 
use  on  mainframe  computers  or  as  on-line  applications  on  ASA's  remote 
computing  service  (CAPService). 

• CAPS,  Claims  Administration  and  Payment  System,  introduced  in  1978,  is 
ASA's  foundation  system.  The  system  is  an  on-line,  real-time  system  for  the 
administration  and  payment  of  claims  covered  under  basic,  major  medical, 
comprehensive,  disability,  dental,  and  vision  health  insurance  plans.  Data  can 
be  retrieved  for  in-depth  analysis  of  utilization,  treatment  patterns,  charges, 
and  other  comparative  data. 

The  software  runs  on  IBM  mainframes  or  their  equivalent  under  OS/VS 

or  OS/MVS  using  IBM  CICS/VS  for  on-line  control.  Programs  are 

written  in  COBOL  ANSI  74  and  Assembler  languages. 

Features  include: 

. Flexible  data  capture.  CAPS  accepts  data  in  a variety  of  data 
formats,  in  summary  or  detail  form,  to  support  prepayment 
editing  and  utilization  review  programs. 

. On-line  editing  capabilities.  CAPS  automatically  edits  incoming 
data,  checks  for  cancellation  or  gaps  in  coverage,  validates 
claimant  age,  and  flags  duplicate  records. 

Dental  logic  features  tooth  chart  status,  dental  history 
and  utilization,  and  edits  for  appropriate  procedure 
frequencies  and  inappropriate  procedures. 

Charges  can  be  processed  on  a schedule  or  reasonable  and 
customary  (R&C)  basis. 

. Payment  controls.  The  system  automatically  tracks  plan  maxi- 
mums,  applies  deductibles,  and  calculates  payments  for  all 
coverages  according  to  plan  provisions.  Other  controls  include 
stop  payments,  reissued  payments,  manual  payments,  refunds, 
and  adjustments. 

. User-controlled  benefit  structure.  Benefit  structures  are 
created  and  maintained  on-line  and  are  defined  in  tables  so  they 
can  be  altered  without  programming  changes.  Changes  can  be 
tested  using  a testing  facility  within  the  system.  Prototyping 
and  cross-referencing  are  provided  to  serve  companies  with 
multiple  plans. 
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. Extensive  security  measures.  These  measures  protect  against 
unauthorized  access  and  update  of  data. 

Modules  for  medical,  dental,  and  vision  may  be  acquired  separately  or 
integrated  as  one  system. 

ASA  has  developed  different  versions  of  CAPS  to  accommodate  re- 
quirements of  the  carrier  and  third-party  administrator,  the  self-ad- 
ministered company,  and  Blue  Cross/Blue  Shield  plans. 

The  CAPS  system  costs  from  $250,000  to  $375,000  depending  on 
modules  selected.  Custom  enhancements  are  available  on  a time  and 
materials  basis.  Pricing  includes  several  hundred  hours  of  business  and 
technical  training  and  extensive  documentation  for  all  groups  using  the 
system.  ASA  provides  requirement  analysis,  software  modification  or 
enhancement,  installation  support  services,  conversion  assistance,  and 
system  testing. 

• CAPSule,  ASA'S  health  claims  reporting  system,  is  a user-controlled  system 
for  producing  plan  performance,  cost  containment,  and  management  reports 
on  health  claims  processing  activities.  The  product  maintains  up  to  five  years 
of  accumulated  Information  in  a data  base. 

The  system  was  designed  to  interface  with  the  CAPS  system  but  can 
also  be  used  with  other  on-line  claims  payment  systems.  It  is  available 
as  a standalone  system,  or  on  an  RCS  basis  where  service  customers 
acquire  access  to  specific  CAPSule  reports  as  part  of  their  basic 
service. 

The  broad  range  of  user  options  allows  for  tailoring  report  formats; 
developing  permanent  report  schedules;  defining  of  summarization 
levels,  data  categories,  and  report  criteria;  and  packaging  and  distrib- 
uting reports. 

The  client  and  management  reports  provide  detailed  information  on 
claim  activity,  expenses  and  dollar  savings,  and  performance  analyses. 

Cost  containment  reports  compare  claim  activity  against  norms  based 
on  industry  statistics  and  focus  on  known  areas  of  overutilization  and 
inappropriate  use  of  medical  services. 

The  package  costs  $75,000.  Customization  is  an  additional  charge. 
CAPSule  is  written  in  COBOL  and  runs  on  IBM  mainframes  or  their 
equivalents  under  OS/VS  or  OS/MVS  using  CICS/VS  for  on-line  control. 

• ACESS,  a system  that  automatically  converts  employee  and  dependent  eligi- 
bility data  from  any  tape  format  to  the  CAPS  standard  and  creates  a new 
eligibility  file  for  updating  records,  is  a recent  addition  to  the  CAPS  family  of 
systems.  The  system  costs  $50,000  and  runs  on  IBM  mainframes  under  OS/VS 
or  OS/MVS. 
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• CAPService  remote  computing  clients  access  the  data  center  via  leased 
telecommunications  lines.  Data  communications  are  controlled  through  ASA's 
network  center.  ASA  will  provide  network/hardware  configuration  recom- 
mendations and  cost  information,  order  the  equipment,  coordinate  the  instal- 
lation, test  the  equipment,  and  train  the  staff.  Pricing  is  dependent  on  claim 
volume.  Six  clients  are  presently  using  the  CAPService  system,  which  also 
includes  ACESS  and  selected  CAPSule  reports. 

• ASA  also  offers  periodic  client  workshops  on  industry  innovations  and  pub- 
lishes a monthly  newsletter.  The  company  hosts  an  annual  user  conference 
which  includes  workshops,  special  interest  sessions,  and  guest  speakers. 

• Clients  include  commercial  insurance  carriers.  Blue  Cross/Blue  Shield  plans, 
third-party  administrators,  and  self-administered  corporations. 

INDUSTRY  MARKETS 

• Most  of  ASA's  fiscal  1983  revenue  was  derived  from  the  health  insurance 
industry.  The  remaining  revenue  was  derived  from  large  companies  adminis- 
tering in-house  insurance  plans. 

GEOGRAPHIC  MARKETS 

• Fiscal  1983  revenue  was  derived  primarily  from  clients  across  the  U.S. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• ASA's  data  center  in  Addison  (IL)  has  one  Amdahl  580/5850  and  one  Amdahl 
470/V7  running  under  OS/MVS. 
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ADVANCED  SYSTEMS  FOR 
CELLULAR,  INC. 

4521  Campus  Drive 
Suite  128 
Irvine,  CA  92715 
(714)  852-0714 


Karen  Huber,  President 
Subsidiary  of  Nationwide  Cellular 
Service,  Inc. 

Total  Employees:  30  (5/90) 

Total  Revenue,  Fiscal  Year  End 
12/31/89:  $2,500,000* 

*INPUT  estimate 


The  Company  Advanced  Systems  for  Cellular,  Inc.  (ASC),  founded  in  1984, 

develops,  markets,  and  supports  application  software  products  and 
processing  services  primarily  for  the  cellular  telephone  industry. 

In  November  1989,  Nationwide  Cellular  Service,  Inc.  of  New  York 
acquired  an  80%  stock  interest  in  ASC  for  52,000  shares  of 
Nationwide  common  stock. 

• Nationwide,  a public  company  with  about  350  employees  and 
1989  revenue  of  $72.6  million,  is  a reseller  of  cellular  telephone 
services  and  also  provides  cellular  telephone  equipment  and 
accessories. 

• ASC  had  approximately  23  employees  at  the  time  of  the 
acquisition.  ASC  now  operates  as  a majority  owned  subsidiary 
of  Nationwide  and  has  about  30  employees. 


Key  Products  and  One  hundred  percent  of  ASCs  revenue  is  derived  from  sales  and 
Services  support  of  the  company's  Pro/Cell™  Billing  and  Customer  Service 

System. 

Pro/Cell  is  an  integrated  management  information  system  that 
runs  on  most  hardware  that  supports  a standard  ANSI  COBOL 
compiler,  including  AT&T,  NCR,  and  Unisys  systems  running 
UNIX. 

• Pro/Cell  modules  include  Lead  Tracking,  Customer  Order 
Entry,  Call  Processing,  Customer  Billing,  Accounts  Receivable, 
and  Collections. 

• Pro/Cell  options  include  incorporation  of  the  CIBER  record  as 
an  integral  part  of  the  internal  billing  data  base  and  roamer 
billing  function;  support  of  switch  polling  for  real-time  retrieval, 
processing,  and  rating  of  all  messages;  and  switch  interfacing  for 
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Industry  Markets 


Geographic 

Markets 


on-line  phone  number  activations. 

• Clients  may  license  the  software  to  run  on  a timesharing  basis 
through  ASC  service  bureaus  in  New  York  and  Irvine,  or  may 
purchase  the  software  to  run  on  their  in-house  computer. 

• There  are  currently  10  clients  that  have  Pro/Cell  installed  in- 
house  and  3 clients  that  use  Pro/Cell  on  a processing  service 
basis. 


One  hundred  percent  of  the  company's  revenue  is  derived  from 
cellular  carriers  and  resellers. 


Approximately  80%  of  ASCs  1989  revenue  was  derived  from  the 
U.S.  and  20%  from  Mexico  and  Latin  America. 
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COMPANY  PROFILE 


ADVANCED  SYSTEMS  FOR  Karen  Huber,  President 

CELLULAR,  INC.  Private  Corporation 

4521  Campus  Drive  Total  Employees:  5 

Suite  128  Total  Revenue,  Fiscal  Year  End 

Irvine,  CA  92715  12/31/88:  $250,000* * 

(714)  852-0714 

*INPUT  estimate 


The  Company  Advanced  Systems  for  Cellular,  Inc.  (ASC),  founded  in  1984, 

develops,  markets,  and  supports  application  software  products 
primarily  for  the  cellular  telephone  industry. 


Key  Products  and  One  hundred  percent  of  ASCs  revenue  is  derived  from  sales  and 
Services  support  of  the  company's  Pro/Cell™  Billing  and  Customer  Service 

System. 

Pro/Cell  is  an  integrated  management  information  system  that 
runs  on  most  hardware  that  supports  a standard  ANSI  COBOL 
compiler,  including  AT&T,  NCR,  and  Unisys  systems  running 

UNIX. 

• Pro/Cell  modules  include  Lead  Tracking,  Customer  Order 
Entry,  Call  Processing,  Equipment  Inventory,  Customer  Billing, 
and  Accounts  Receivable. 

• Pro/Cell  features  include  incorporation  of  the  CIBER  record 
as  an  integral  part  of  the  internal  billing  data  base  and  roamer 
billing  function;  support  of  switch  polling  for  real-time  retrieval, 
processing,  and  rating  of  all  messages;  and  switch  interfacing  for 
on-line  phone  number  activations. 

• Clients  may  license  the  software  to  run  on  a timesharing  basis 
through  the  service  bureau  of  their  choice,  or  may  purchase  the 
software  to  run  on  their  in-house  computer. 


Industry  Markets  One  hundred  percent  of  the  company's  revenue  is  derived  from 

cellular  carriers  and  resellers. 
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Computer 
Hardware  and 
Software 


One  hundred  percent  of  ASC's  revenue  is  derived  from  the  U.S. 


ASC  has  AT&T  3B2  systems,  running  under  UNIX,  installed  for 
research  and  development  and  customer  support. 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Telecommunications 


Advanced  Systems  for  Cellular 

4521  Campus  Drive 
Suite  128 
Irvine,  CA  92715 
(714)  854-3224 

CEO;  Karen  Huber,  President 
Private  Company 
Founded;  1984 

Employees;  5(11/86) 

Revenue  (FYE  12/31/85):  $200,000* 


The  Company:  Advanced  Systems  for  Cellular  develops  and  markets  application 
software  products  primarily  for  the  cellular  telephone  industry 

Source  of  Revenue: 

Application  Software  (100%) 

Key  Products: 

Application  Software  (Utilizes  AT&T,  NCR,  and  Sperry  minicomputer  systems 
running  UNIX) 

• Pro/Cell,  a modular  management  and  billing  system.  Modules  available 
include  Lead  Tracking,  Customer  Order  Entry,  Equipment  Inventory,  Billing, 
Call  Processing,  Accounts  Receivable,  and  Commission 

Target  Industries: 

Telecommunications  ( 1 00%) 

Geographic  Markets: 

U.S.  and  Puerto  Rico  (100%) 

Distribution  through  direct  sales  force 

Other: 

The  company  has  AT&T  3B2  systems  installed  at  its  headquarters 


♦INPUT  estimate 
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ADVANCED  TECHNOLOGY,  INC.  W.  Scott  Thompson,  President  and  CEO 
12005  Sunrise  Valley  Drive  Subsidiary  of  Black  & Decker 

Reston,  VA  22091  Total  Employees:  2,400 


(703)  620-8000 

Total  Revenue,  Fiscal  Year  End 
12/31/88:  $172,000,000 

The  Company 

Advanced  Technology,  Inc.  (ATI),  founded  in  June  1976,  provides 
professional  services,  systems  integration  services,  and  software 
support  to  federal  government  entities  as  well  as  commercial 
clients. 

ATI  was  acquired  by  Emhart  Corporation  on  December  31,  1988, 
for  approximately  $140  million.  Black  & Decker  then  acquired 
Emhart  Corporation  in  early  1989. 

• Emhart  is  a large  multinational  corporation  with  approximately 
$2.8  billion  in  revenue  for  1988.  Emhart  operates  in  three  main 
business  sectors  as  follows:  Industrial  Products,  Consumer 
Products,  and  Information  and  Electronic  Systems. 

- Emhart's  Information  and  Electronic  Systems  sector 
included  ATI  and  Planning  Research  Corporation. 

ATI's  total  1988  revenue  reached  $172  million,  a 12%  increase 
over  1987  revenue  of  $153  million.  A five-year  revenue  summary 
follows: 

July  1989 
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ADVANCED  TECHNOLOGY,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

12/88(a) 

5/87 

5/86 

5/85 

5/84 

Revenue 

• Percent  Increase 

$172.0 

$153.4 

$138.9 

$109.2 

$82.0 

from  previous  year 

12% 

10% 

27% 

33% 

40% 

(a)  Following  the  merger  with  Emhart  Corporation,  in  December  of  1987,  ATI's  fiscal  year  end 
changed  from  May  to  December. 


ATI’s  key  competitors  include  EDS,  CSC,  and  BDM. 


Key  Products  and  ATI  designs,  develops,  implements,  integrates,  and  maintains 
Services  information  systems  primarily  for  Department  of  Defense  (DOD) 

applications. 

ATI  is  currently  organized  into  two  groups,  each  with  five  divisions 
or  business  areas  as  follows: 

• The  Applied  Management  Group  performs  the  majority  of 
ATI's  Navy  work  in  the  areas  of  research,  engineering, 
acquisition,  and  life-cycle  support.  The  group  also  designs, 
develops,  and  integrates  large-scale  information  systems  for 
defense  and  civil  agencies. 

- The  Engineering  Management  Division  handles  acquisition 
management  and  ordnance  engineering. 

- The  Logistics  Engineering  Division  handles  ship  logistics  and 
computer-aided  logistics  design. 

- The  Engineered  Systems  Division  handles  propulsion 
engineering  and  manpower  resource  management. 

- The  Virginia  Beach  Division  handles  tactical  and  non- 
tactical  software. 

- The  Information  Technology  Division  handles  large  scale 
systems  integration  and  data  base  systems  development. 

• Some  representative  projects  from  ATI's  Applied  Management 
Group  include  the  following: 
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- Designing  the  core  systems  for  the  Defense  Logistics  Agency 
and  a total  personnel  data  base  for  the  U.S.  Army, 

- ATI  recently  won  a contract  from  the  Army  to  develop  the 
Total  Army  Personnel  System  (TAPSYS).  The  contract  is 
worth  $60  million  over  five  years. 

- Developing  a long-range  plan  and  detailed  design  of 
applications  for  the  Health  Care  Finance  Administration. 

• The  Engineering  Technology  Group  supports  eve^  branch  of 
the  military  and  NASA,  primarily  in  aerospace,  C-^I,  and 
training  and  evaluation  programs. 

- The  Warfare  Systems  Division  handles  C^I  systems,  combat 
systems,  and  combat  support  systems. 

- The  Combat  Systems  Division  handles  combat  systems. 

- The  Space  Systems  Division  handles  aerospace  systems. 

- The  Submarine  Technology  & Sciences  Division  handles 
submarine  systems. 

'3 

- The  Applied  Sciences  Division  handles  C l systems,  aviation 
systems,  and  land  warfare  systems. 

• Some  representative  projects  from  ATI's  Engineering 
Technology  Group  include  the  following: 

- Technical  support  for  major  systems  acquisition  for  the 
Army's  Operational  Test  and  Evaluation  Agency. 

- Logistics  engineering  support  to  the  Seawolf  class  program, 
fast-attack  submarine. 

ATI  also  operates  Advanced  Technology  Engineering  Systems, 

Inc.  (ATESI),  a subsidiary  that  provides  professional  services  to 

the  commercial  sector. 

ATESI  supports  primarily  the  nuclear  utility  industry  in 
information  systems,  systems  engineering,  training  and 
maintenance  programs  development,  and  implementation. 

• Some  representative  projects  from  ATESI  include  the 
following: 
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- Developing  and  implementing  an  automated  contribution 
and  benefit  system  to  manage  retirement  funds  for 
approximately  275,000  members  of  the  Brotherhood  of 
Electrical  Workers  and  the  National  Electrical  Contractors 
Association. 

- Developing  training  procedures  to  implement  modifications 
to  the  Savannah  River  Plant's  operating  nuclear  reactors. 


Approximately  80%  of  ATI's  revenue  is  derived  from  DOD 
applications,  principally  the  U.S.  Navy.  The  remaining  20%  of 
revenue  is  derived  primarily  from  the  utilities  industry,  primarily 
nuclear  facilities. 


One  hundred  percent  of  ATI's  revenue  is  derived  from  the  U.S. 
ATI  operates  40  offices  throughout  the  U.S. 
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ADVANTAGE  SYSTEMS,  INC. 


950  Winter  Street 
Suite  2100 
Waltham,  MA  02154 
Phone:  (617)890-2400 
Fax:  (617)890-5082 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Joseph  H.  Bayne,  Jr. 
Private  Corporation 
65  (8/93) 
$6,000,000* 
4/30/93 


* INPUT  estimate 


Key  Points 


Advantage  is  delivering  a new  graphical  front-end  to  its  FORTE 
cash  management  system.  This  Windows-based  system  is  based  on 
client/server  architecture  and  was  developed  with  some  of  the  latest 
tools. 

Advantage  announced  a strategic  marketing  deal  with  ADP 
Financial  Services,  Inc.  whereby  the  two  former  competitors  will 
cooperate  to  sell  Advantage's  FORTE  and  ADP's  Voice  Operator, 
Data  Interchange,  and  AUTONET  network  services.  This  strategic 
relationship  will  allow  financial  institutions  to  select  a wider  range 
and  integrated  services  for  their  corporate  cash  management 
customers. 

In  March  1993,  Advantage  sold  all  rights  and  interest  in  it's  Netpay 
financial  EDI  software  to  IBM.  This  was  a natural  extension  of  the 
relationship  established  in  1991  that  gave  IBM  exclusive  marketing 
rights  for  the  MVS  version  of  Netpay. 

Advantage  has  announced  the  availability  of  Secure  Exchange.  This 
software  allows  a bank's  customer  to  encrypt  and  authenticate  any 
file  of  payment  transactions,  EDI  files,  and  ACH  files. 
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Description 

Advantage  Systems,  Inc.  provides  wholesale  electronic  banking 
software  products,  network  services,  and  consulting  professional 
services  to  the  financial  services  industry. 

Advantage  Systems  is  privately  held  and  was  founded  in  1982.  The 
company's  principals  and  key  employees  have  been  working  together 
for  more  than  20  years  developing,  marketing,  and  supporting 
wholesale  electronic  banking  systems  for  money  center  and  regional 
banks. 

Operations/ 

Structure 

Advantage  Systems  is  headquartered  in  Waltham  (MA)  and  has  a 
consulting/development  office  in  Chicago  (IL). 

Financials 

INPUT  estimates  Advantage  Systems'  fiscal  1993  revenue  was  $6 
million,  up  from  fiscal  1992. 

Industry  Markets 

Virtually  100%  of  Advantage  Systems'  fiscal  1993  revenue  was  derived 
from  the  financial  services  industry. 

The  target  market  for  Advantage  Systems'  FORTE-related  products 
and  services  is  banks  with  assets  of  approximately  $1  billion  and  above. 

For  the  security  software,  the  target  markets  include  any  corporation 
requiring  secure  payment  transactions,  banks,  and  VAR  software  firms. 

Geographic 

Markets 

Approximately  90%  of  Advantage  Systems'  fiscal  1993  revenue  was 
derived  from  North  America,  with  the  remainder  from  international 
sources,  including  Europe,  South  America,  and  Asia. 

Employees 

As  of  August  1993,  Advantage  Systems  had  65  employees,  segmented 
as  follows: 

Marketing  4 

Sales  3 

Customer  service  12 

Technical  support  5 

Research  and  development  34 

Administrative  7 

65 
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Strategy 

Advantage  Systems'  strategy  is  to  provide  software  solutions  and 
services  to  financial  services  institutions  and  corporations  for  payments, 
collections,  and  related  services. 

The  company  targets  regional  and  money  center  commercial  banks  and 
corporations  looking  to  secure  their  transactions  and  information. 

Acquisitions/ 

Divestitures 

In  March  1993,  Advantage  Systems  sold  all  rights  for  the  Netpay 
financial  EDI  software  product  to  IBM.  Netpay  was  originally  acquired 
by  Advantage  in  1991  with  the  acquisition  of  Interchange  Systems,  Inc. 
of  Lexington  (MA). 

Key  Products 
and  Services 

Approximately  60%  of  Advantage's  current  revenue  is  derived  from 
software  product  licenses  and  support  services,  30%  from  consulting, 
and  10%  from  other  sources. 

Advantage's  FORTE  Financial  Services  System,  introduced  in  1983, 
enables  banks  to  deliver  a range  of  cash  management  services  to  their 
corporate  customers. 

• Using  FORTE,  corporate  treasurers  can: 

- Monitor  their  account  balances 

- Verify  whether  transactions  have  been  processed 

- Make  payments  and  transfer  money 

- Stop  payments  on  checks 

- Concentrate  funds  from  regional  offices 
or  locations 

Check  current  investment  rates 

- Interface  with  other  bank  systems  on-line 

- Receive  other  current  financial  information 

• FORTE  runs  on  fully  fault-tolerant  IBM  System/88  and  Stratus 
minicomputers. 

• FORTE  is  currently  used  by  more  than  70  banks  worldwide  to 
provide  services  to  over  25,000  corporations. 

• Global  File  Transfer  (GFX)  is  an  Advantage  communications 
product  that  operates  in  conjunction  with  FORTE  or  as  a standalone 
product.  GFX  supports  fully  automated,  computer-to-computer 
exchange  of  financial  information. 

Through  marketing  agreements  with  ADP  Financial  Services  and 
CompuServe,  Advantage  Systems  provides  a value-added  network  that 
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Marketing 
and  Sales 


Alliances 


offers  access  to  the  FORTE  cash  management  system  and  related 
services. 

Secure  Exchange  is  a software  product  to  help  corporations  protect 
transmission  of  payment  and  other  data  files. 

• Secure  Exchange  runs  on  IBM  and  compatible  PCs  and  mainframe 
platforms. 

• Features  include  encryption  and  authentication  of  any  files  to  ensure 
they  are  protected  and  automated  key  exchange  to  minimize  risks 
and  costs. 

• Secure  Exchange  is  currently  installed  at  over  20  banks  and  Fortune 
500  corporations. 

Advantage's  Consulting  Services  Group  provides  technical  services  and 
consulting  assistance  to  financial  services  companies.  This  group  has 
particular  expertise  in  on-line  transaction  processing  applications  and 
in  communications  products. 

• Advantage  assists  clients  interested  in  enhancing  the  company's 
standard  software  with  additional  capabilities  or  new  products 
specifically  designed  for  their  needs. 

• Consulting  projects  range  from  specification,  design,  and 
development  to  installation  and  conversion. 


Advantage  Systems'  strategy  is  to  provide  high  quality  software  and 
services  through  a close  partnership  with  its  customers.  The  company 
provides  "one  stop  shopping"  for  all  aspects  of  corporate  cash 
management. 

The  company  sells  its  products  and  services  through  its  direct  sales 
force  and  through  various  alliances  as  described  below. 


Advantage  Systems  has  alliances  with  the  following  companies: 

• Stratus  Computer  (as  a STAR  applications  house) 

• IBM  (as  a Business  Partner) 

• CompuServe  (as  a reseller  of  network  services) 
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Competition 


ADP  Financial  Services  (as  a marketer  of  their  voice  operator 
services,  data  interchange,  and  AUTONET  value-added  network 
services) 


Advantage  Systems'  clients  include  Bank  of  America,  Branch  Banking 
& Trust,  First  Interstate  Bancorp.,  NationsBank,  and  PNC  Financial. 


Advantage  Systems'  competitors  include  firms  that  sell  cash 
management  services  via  service  bureaus  (including  National  Data 
Corporation  and  BankLink)  and  companies  that  sell  in-house  cash 
management  software  (primarily  DISC,  Inc.). 
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COMPANY  PROFILE 


ADVANTAGE  SYSTEMS,  INC.  Joseph  H.  Bayne,  Jr.,  President 
950  Winter  Street  Private  Corporation 

Suite  2100  Total  Employees:  50  (6/91) 

Waltham,  MA  02154  Total  Revenue,  Fiscal  Year  End 


(617)  890-2400 

4/30/91:  $5,000,000* 

*Pro  forma 

The  Company 

Advantage  Systems,  Inc.  provides  wholesale  electronic  banking 
and  EDI  software  products,  EDI  network  services,  and  consulting 
professional  services  to  the  financial  services  industry. 

C 

• Advantage  Systems  was  founded  in  1982.  The  company's 
principals  and  key  employees  have  been  working  together  for 
more  than  20  years  developing,  marketing,  and  supporting 
wholesale  electronic  banking  systems  for  money  center  and 
regional  banks.  The  company's  founders  were  formerly 
executives  with  a unit  of  Interactive  Data  Corporation  (now 
Chase  Access  Services,  a subsidiary  of  Chase  Manhattan  Bank). 

• In  March  1991,  Advantage  Systems  acquired  Interchange 
Systems,  Inc.  of  Lexington  (MA). 

- Interchange  Systems,  with  approximately  15  employees  at 
the  time  of  the  acquisition,  provides  financial  EDI  software, 
known  as  Netpay,  to  the  banking  industry. 

- The  acquisition  enabled  Advantage  to  broaden  its  wholesale 
banking  product  line  and  position  the  company  as  the 
principal  supplier  of  financial  EDI  services. 

- The  operations  of  Interchange  Systems  have  been  merged 
into  Advantage  Systems. 

It  is  estimated  that  Advantage's  fiscal  1991  revenue  (including  pro 
forma  results  of  Interchange  Systems)  reached  $5  million. 

Key  Products  and 
Services 

Approximately  60%  of  Advantage's  current  revenue  is  derived 
from  FORTE  and  Netpay  software  product  license  and  support 
services,  10%  from  EDI  service  bureau  and  value-added  network 
operations,  and  30%  from  consulting. 

June  1991 
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Advantage's  FORTE  Financial  Services  System,  introduced  in 
1983,  enables  banks  to  deliver  a range  of  cash  management 
services  to  their  corporate  customers. 

• Using  FORTE  via  a PC,  bank  customers  (generally  corporate 
treasurers)  can: 

- Monitor  their  account  balances 

- Verify  whether  transactions  have  been  processed 

- Make  payments  and  transfer  money 

- Stop  payments  on  checks 

- Concentrate  funds  from  regional  offices 
or  locations 

- Check  current  investment  rates 

- Receive  other  current  financial  information 

• FORTE  runs  on  fully  fault-tolerant  IBM  System/88  and  Stratus 
minicomputers. 

• FORTE  is  currently  used  by  more  than  60  banks  worldwide  to 
provide  services  to  over  17,000  corporations. 

• Global  File  Transfer  (GFX)  is  an  Advantage  communications 
product  that  operates  in  conjunction  with  FORTE  or  as  a 
standalone  product.  GFX  supports  fully  automated,  computer- 
to-computer  exchange  of  financial  information. 

Netpay,  acquired  with  Interchange  Systems,  is  a complete 
EDI/EFT  system  that  enables  banks  to  offer  financial  EDI 
services  to  their  corporate  customers. 

• Netpay  supports  both  payment  collection  and  payment 
origination  services.  The  system  consolidates  remittance 
information  from  diverse  sources  and  creates  files  of  advices  in 
customers'  desired  formats.  Netpay  also  receives  payment 
orders  electronically  and  prepares  them  for  processing  by  the 
bank's  payment  systems. 

• Netpay  supports  ANSI  X12  transaction  sets,  as  well  as  BAI 
lockbox  and  NACHA  formats,  including  CCD,  CCD  + , CTP, 
and  CTX. 

• Netpay  is  available  both  as  an  in-house  system  that  banks 
operate  themselves  and  through  the  Advantage  EDI  service 
bureau. 

• In  March  1991,  IBM  acquired  the  marketing  rights  to 
Netpay/MVS,  the  mainframe-based  version  of  the  Netpay 
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software.  IBM  will  market  Netpay/MVS  through  its  worldwide 
sales  force.  Netpay  is  also  available  in  a microcomputer-based 
version-Netpay/PC. 

• Netpay  is  currently  being  used  by  more  than  20  banks 
worldwide. 

AdVAN  is  Advantage's  value-added  network  that  offers  access  to 
the  FORTE  cash  management  system  and  provides 
communications  support  for  EDI. 

Advantage's  Consulting  Services  Group  provides  technical  services 
and  consulting  assistance  to  financial  services  companies.  This 
group  has  particular  expertise  in  on-line  transaction  processing 
applications  and  in  communications  products. 

• Advantage  assists  clients  interested  in  enhancing  the  company's 
standard  software  with  additional  capabilities  or  new  products 
specifically  designed  for  their  needs. 

• Consulting  projects  range  from  specification,  design,  and 
development  to  installation  and  conversion. 


One  hundred  percent  of  Advantage's  revenue  is  derived  from  the 
financial  services  industry. 

The  target  market  for  Advantage's  products  and  services  is  banks 
with  assets  of  approximately  $750  million  and  above. 


The  majority  of  Advantage's  pro  forma  1990  revenue  was  derived 
from  the  U.S.  and  a small  percentage  from  international  sources, 
including  Canada  and  Australia. 
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Chairman  & CEO:  Syd  N.  Heaton 

President  & COO:  Gary  R.  Weis 

231  North  Martingale  Road 
Schaumburg,  IL  60173 

Marketing  Headquarters 

3405  W.  Dr.  Martin  Luther  King  Blvd. 

Tampa,  FL  33607 

Phone:  (813)  878-3000 

Fax:  (813)878-5627 


Status;  Joint  Venture 

Employees;  3,600  (6/95) 

Revenue;  $1,350,000,000* 

Fiscal  Year  End;  12/31/94 

•INPUT  estimate  


Key  Points 

• Advantis,  a networking  technology 
partnership  formed  by  IBM  and  Sears,  is 
the  U.S.  provider  of  the  IBM  Global 
Network. 

• In  early  1995,  IBM  introduced  leased-hne 
access  to  the  Internet  by  the  IBM  Global 
Network  through  Advantis.  The 
announcement  follows  the  December  1994 


introduction  of  IBM’s  firewall  products 
and  World  Wide  Web  hosting  services. 

• Advantis  is  a participant  in 
CommerceNet,  the  first  large-scale 
market  trial  of  electronic  commerce  over 
the  Internet. 

Company  Description 

Advantis  offers  a full  spectrum  of 
networking  technology  solutions,  including 
custom  network  solutions,  network  services 
and  network  apphcations  services. 
Customers  can  use  the  resources  of 
Advantis  to  extend  the  reach  of  their 
existing  apphcations  through  the  use  of  a 
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variety  of  networking,  messaging  and 
computer  services,  while  outsourcing  all  or 
part  of  their  network  installation  and 
management.  Advantis’  services  enable 
companies  to  do  business  electronically. 

• Custom  network  solutions  include  total 
network  outsourcing,  design,  operation 
and  integration  of  SNA  and  multiprotocol 
networks  and  asynchronous  transfer 
mode  (ATM)-based  multimedia  networks. 

• Network  services  offer  leased  hne,  dial  or 
wireless  connections  that  hnk  businesses 
while  addressing  the  needs  of  LAN 
internetworking  for  chent/server 
computing. 

• Messaging  services  enable  companies  to 
compete  in  the  globsd  electronic 
marketplace  using  services  such  as 
electronic  mail  and  electronic  data 
interchange  (EDI). 

Advantis  was  formed  in  December  1992  as 
a joint  venture  of  IBM  and  Sears,  Roebuck 
and  Co.  IBM’s  Integrated  Systems 
Solutions  Corporation  (ISSC)  holds  the 
majority  interest  (70%)  in  Advantis. 

• Advantis  combined  two  of  the  world’s 
largest  information  networks  into  one 
company,  providing  customers  network 
access  from  800  cities  in  100  countries 
through  IBM  affiliates  worldwide. 

• Advantis  merged  the  operations  of  IBM’s 
Networking  Systems  (NSS),  including 
IBM  Information  Network  (IIN),  IBM 
internal  telecommunications  and  ISSC’s 
custom  networking  organization  and 
Sears  Technology  Services,  Inc.  (STS), 
including  Sears  Communications 
Company  and  the  information  systems 
professionals  who  support  the  Sears 
family  of  companies. 


Advantis  is  the  U.S.  provider  of  the  IBM 

Global  Network. 

• The  IBM  Global  Network  is  made  up  of 
Advantis  in  the  U.S.,  the  IBM 
Information  Network  organization 
worldwide  and  wholly  owned  subsidiaries 
and  joint  ventures  around  the  world 
providing  value-added  services. 

• The  IBM  Global  Network’s  portfoHo  of 
services  are  designed  to  meet  customers’ 
networking  requirements  for  data,  voice 
and  video  and  include  Internet  access  and 
services,  network  services,  messaging 
services,  support  services,  network 
outsourcing  and  information  services. 

• The  IBM  Global  Network  has  more  than 
26,000  customer  enterprises  supporting 
more  than  2 miUion  users  and  access  to 
networking  services  in  800  locations  in 
nearly  100  countries. 

Organization  and  Structure 

Advantis’  key  executives  are  summarized 

below: 


Advantis  Key  Executives 


Name 

Position 

SydN. 

Heaton 

Chairman  and  CEO 

Gary  R.  Weis 

President  and  COO 

Roger  L. 
Dudley 

VP  Marketing  and  Sales 

Jim  B. 
Pickerill 

VP  Sales  Operations  and  Planning 

J.F.  Skeen 

VP  Marketing,  Partnership  Accounts 
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In  addition  to  its  corporate  headquarters  in 
Schaumburg  (IL),  Advantis  has  its 
marketing  headquarters  in  Tampa  (FL). 
Other  U.S.  offices  are  in  Columbus  (OH), 
Dallas  (TX),  White  Plains  (NY)  and  Boulder 
(CO). 

International  affihates  are  headquartered 
in  Ontario  (Canada),  Paris  and  Japan. 

Advantis  data  centers  are  in  Schaumburg 
(IL),  DaUas  (TX)  and  White  Plains  (NY). 
International  Network  Control  Centers  are 
in  the  Netherlands,  Japan  and  the  U.K. 

Company  Strategy 

Advantis’  strategic  objective  is  to  provide  a 
range  of  services  and  support  for  electronic 
markets  with  extensive,  any-to-any 
interconnection.  The  company  plans  to 
become  the  leader  in  networking 
technology.  Primary  targets  include  retail, 
state  and  local  government,  health  care, 
insurance,  manufacturing  and 
transportation. 

Financials 

INPUT  estimates  Advantis’  1994  revenue 
was  $1.35  billion,  of  which  approximately 
60%  was  derived  from  noncaptive  (non- 
IBM/Sears)  customers. 

Advantis’  network  services  business  grew 
at  more  than  twice  the  industry  average 
during  1994,  1993  and  1992. 

Revenue  Analysis  by  Product /Service 

INPUT  estimates  approximately  50%  of 
Advantis’  revenue  is  derived  from  network 
services  (network,  messaging  and 
information  services),  20%  from  processing 
services  (capacity  services),  20%  from 
outsourcing  (systems/network 
management)  and  the  remaining  10%  from 
professional  services  consulting  and 
network  design. 


Market  Financials 

Advantis  chents  come  from  a range  of 
industries,  with  a concentration  in  the 
healthcare,  insurance,  retail, 
manufacturing  and  government  markets. 

Geographic  Markets 

One  hundred  percent  of  Advantis’  revenue 
is  derived  from  the  U.S. 

Acquisitions 

In  November  1993,  Advantis  acquired  the 
fiber  network  of  San  Francisco-based  SP 
Telecom.  In  addition  to  nationwide 
transmission  capacity,  the  acquisition 
provided  Advantis  with  strategically 
located  terminal  equipment. 

Employees 

As  of  March  1995,  Advantis  had 
approximately  3,600  employees,  up  from 
3,200  employees  a year  ago. 

Key  Products  and  Services 

Advantis  offers  five  categories  of  services: 

• Advantis  Custom  Network  Solutions 

• Advantis  Network  Services 

• Advantis  Messaging  Services 

• Advantis  Capacity  Services 

• Advantis  Information  Services 

Advantis  Custom  Network  Solutions 
A custom  network  solution  is  tailored  to  the 
customer’s  specific  networking 
requirements  on  a special  request  basis  in 
response  to  customer  requirements  for  the 
plan,  design,  implementation,  integration 
operation  and  ongoing  management  of 
customer  networks. 

Custom  Network  Solutions  provides 
outsourcing  services  for  custom  managed 
networks  including  reengineering,  logical 
and  physical  network  design,  installation. 
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operation  and  ongoing  network 
management  for  data,  voice  and/or  video 
networks. 

Support  options  include  integrated  digital 
network  exchange  (IDNX)  bandwidth 
management  for  integrated  data  and  voice 
networks;  multivendor/carrier 
management;  multiple  physical  media, 
including  terrestrial,  fiber,  sateUite  and 
wireless;  SNA  subarea  and  advanced  peer- 
to-peer  networking  (APPN);  TCP/IP;  LAN 
internetworking;  and  integrating 
multiprotocol  networks. 

Network  implementation  services  provide 
advice,  guidance  and  hands-on  assistance 
in  telecommunications,  including  long-  and 
short-range  planning,  integration  and 
project  management  on  a special-request 
basis. 

Advantis  currently  has  approximately  100 
Custom  Network  Solutions  chents. 

Current  contracts  include  the  following: 

• A ten-year  contract  with  Amtrak  (through 
IBM  ISSC)  to  provide  network 
management  and  operations  services. 
Under  the  $500  mUlion  agreement,  IBM 
ISSC  is  providing  Amtrak  with  a range  of 
information  technology  services,  including 
data  center  operations,  disaster  recovery 
services,  voice  and  data  network  services, 
help  desk,  PC  and  LAN  support,  business 
reengineering  consulting  and  equipment 
moves,  adds  and  changes. 

• A ten-year  contract  with  Equifax  (through 
IBM  ISSC)  to  provide  network  and  LAN 
management,  operation,  maintenance 
and  support.  Under  the  $650  milhon, 
contract,  ISSC  is  providing  Equifax  with 
data  center  management,  business 
recovery  services  and  improved 
technology  for  the  Equifax  data  center. 


• A five-year,  +$50  million  contract  with 
Comerica,  Inc.  to  provide  data  and  voice 
network  services  and  operation. 

• A ten-year,  $320  milhon  to  $440  mdlion 
contract  with  Jack  Eckerd  Corporation 
(through  IBM  ISSC)  to  provide  WAN 
services  and  management. 

• A ten-year,  $3  biUion  contract  with 
McDonnell  Douglas  Corporation  (through 
IBM  (ISSC)  to  provide  voice  and  data 
communications,  including  LAN  and 
WAN  services. 

• A three-year  contract  with  First 
Interstate  Bank  to  provide  network 
operation  and  management,  problem 
determination  and  design  services  for 
First  Interstate  Bank’s  network. 

• A three-year  contract  with  New  Holland 
North  America  to  provide  network  design 
and  management  for  New  Holland  North 
America’s  integrated  data  and  voice 
networks. 

Advantis  Network  Services 

Network  Services  can  provide  customers 

with  aU  or  part  of  their  networking 

requirements,  from  value-added  services 

based  on  leading  networking  technology. 

• Customers  can  use  Network  Services  to 
configure  almost  any  network  they 
require,  including  combinations  of 
terminal-to-host,  host-to-host,  LAN-to- 
LAN,  WAN-to-LAN  and  peer-to-peer 
connections.  Single  vendor  or 
multivendor  environments,  within  or 
between  organizations,  is  supported 
internationally. 

• Network  Services  provides  state-of-the- 
art  data  communications  facihties,  24- 
hour  availabihty  (except  for  minor 
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scheduled  network  maintenance), 
protocol  and  line-speed  conversions, 
network  support  using  IBM  NetView  and 
other  advanced  network  management 
tools,  on-hne  problem  reporting  and 
tracking,  user  screens  and  selection 
menus  and  user  support. 

Two  types  of  connections  are  available: 

• Leased  Line  Services — dedicated  facihties 
to  the  nearest  Advantis  network  node 

• Dial  Services — switched  connections  that 
allow  local  access  in  most  cities  in  the 
U.S.  and  in  100  countries  around  the 
world 

Advantis  Passporf^^  terminal  emulation 
software  offers  high-performance  3270 
device  emulation  that  provides 
multisession  communications  for  personal 
computer  users. 

Advantis  manages  a worldwide  SNA 
backbone  network  and  a high-speed 
multiprotocol  network  providing  leased  line 
access  at  speeds  up  to  1,544  mbps  and  dial 
access  at  line  speeds  of  300  to  28,800  bps. 

• Worldwide  network  access  is  available  in 
800  cities  in  more  than  50  countries  and 
local  pubhc  packet  switched  data 
networks  (PSDNs)  in  more  than  50 
additional  countries  and  locations,  via  an 
X.25  international  gateway  in  Zoetermeer 
(the  Netherlands).  International  access  is 
provided  through  Advantis’  affihation 
with  the  IBM  Global  Network. 

• Leased-hne  nodes  are  available  in: 

- 100  cities  in  the  U.S. 

- 13  cities  in  Canada 

- 157  cities  in  Europe 

- 74  cities  in  the  Asia/Pacific 

- 7 cities  in  Latin  America 


• Dial  access  nodes  are  available  in: 

- 376  cities  in  the  U.S. 

- 19  cities  in  Canada 

- 168  cities  in  Europe 

- 74  cities  in  the  Asia/Pacific 

- 7 cities  in  Latin  America 

• Additional  access  is  provided  via  an  “800” 
number  service  across  the  U.S.,  Puerto 
Rico  and  the  Virgin  Islands. 

• Protocols  supported  include: 

- SNA/SDLC 

- X.25 

- Asynchronous 

- Bisynchronous 

- NetBIOS 

- NoveU  IPX 

- TCP/IP 

- APPN 

• More  than  450  devices  have  been  tested 
and  approved  for  network  attachment, 
including: 

- IBM  SNA  networks  and  host  computers 

- IBM  AS/40  and  System/3X  computers 

- IBM  PCs,  PS/2s  and  PC  LANs 

- IBM  3270  terminals  and  devices  with 
3270  emulation,  including  non-IBM 
hosts  and  midrange  systems 

- X.25  processors 

- RJE  workstations  and  devices  with  RJE 
emulators 

- A variety  of  non-IBM  devices  supported 
via  X.25,  SDLC,  ASYNCH,  BISYNCH 

In  early  1995,  Advantis  introduced  two  new 
LAN  dial  services  for  remote  users — dial 
services  for  mvdtiprotocol  LAN 
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communications  and  dial  services  for 
TCP/IP. 

IBM  Internet  Connection  services  are 
designed  to  enhance  interaction  with  the 
Internet  and  remove  the  complexities 
associated  with  this  environment.  The 
services  are  available  for  OS/2  and 
Windows  environments. 

Firewall  Services,  based  on  the  same  core 
technology  as  IBM’s  NetSP  Secured 
Network  Gateway,  are  designed  for  IBM 
Global  Network  customers.  IGN  Firewall 
Services  reside  between  the  IBM  Global 
Network  and  the  Internet  and  support  both 
TCP/IP  and  SNA  users  by  providing  access 
to  Internet  resources,  such  as  Telnet, 
Gopher  and  FTP,  but  does  not  let  outside 
Internet  users  access  to  internal  customer 
networks. 

SE  Support  Services  is  a package  available 
to  customers  for  qualified  Network  Services 
leased  fine  and  dial  accounts.  These 
services  include  a headquarters  focal  point, 
leased  line  installation  support  services  for 
dial  customers  and  ongoing  maintenance 
support. 

Advantis  Messaging  Services 

IBM  Mail  Exchange — Advantis’ 
international  electronic  mail 
service — extends  the  reach  of  internal  mail 
systems  by  providing  connections  to 
business  partners,  remote  users  and 
systems  of  all  types. 

• Customers  can  use  a variety  of  IBM  and 
non-IBM  in-house  systems  to  send 
messages  to  each  other,  or  use  mailbox 
services  provided  by  IBM  Mail  Exchange. 

• Service  features  include  simplified 
addressing,  format  conversions,  electronic 


trade  and  user  directories  and  additional 
security  at  the  user  level. 

• IBM  Mail  Exchange,  either  directly  or  via 
service  provider  agreements,  can  forward 
electronic  mail  messages  to  telex,  FAX 
and  postal  destinations. 

• IBM  Mail  Exchange  provides  connectivity 
between  a range  of  host,  midrange  and 
other  office  systems,  both  IBM  and  non- 
IBM,  including  the  OfficeVision  family  of 
products.  Professional  Office  System 
(PROFS),  Distributed  Office  Support 
System  (DISOSS),  Remote  WinMail, 
Personal  Services,  Software  Mall,  the 
Internet  and  the  Advantis  EDI  mailbox 
service. 

• Advantis  offers  IBM  Mail  LAN  Gateway/2 
to  assist  users  as  they  begin  to  integrate 
their  LAN-based  electronic  mail 
platforms  with  their  host-based  E-mail 
systems. 

- IBM  Mail  LAN  Gateway/2  allows  the 
customer  to  communicate  with  several 
disparate  mail  platforms  using  one 
gateway  that  is  resident  on  the  LAN. 

- The  IBM  Mail  LAN  Gateway/2  allows 
customers  to  bridge  existing  SNADS  or 
NJE-based  electronic  mail  platforms 
like  DISOSS,  EMC2/TAO, 
OfficeVision/4000,  PROFS, 
OfficeVision/VM  and  others  to  cc:Mail 
and  Lotus  Notes. 

- Using  IBM  Mail  LAN  Gateway/2  and 
IBM  Mail  Exchange,  communications 
can  be  extended  to  outside  trading 
partners  worldwide  or  to  divisions 
within  the  company  that  have  not  made 
an  investment  in  the  same  host-based 
electronic  mail  systems. 
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• IBM  Mail  Exchange  also  supports  non- 
IBM  and  IBM  office  systems  conforming 
to  the  X.400  messaging  standard.  X.400 
office  systems  using  X.25  can  connect 
directly  to  an  Advantis  network  node. 
Advantis  is  committed  to  international 
standards  such  as  open  systems 
interconnection  (OSI)  and  its  messaging 
components,  including  X.400  and  the 
X.500  standard  of  directory  services. 
Advantis  currently  participates  in  the 
North  American  Directory  Forum  with 
other  electronic  mail  and  directory 
providers  with  the  express  purpose  of 
bringing  an  X.500  global  directory  to  the 
marketplace. 

• Advantis  has  commercial 
interconnections  with  AT&T  Mail,  AT&T 
Easylink,  ATT  MaU,  BeUSouth,  BT  UK, 

BT  North  America/MCI,  EMBARC,  GE 
Information  Services,  Helsinki  Telephone 
Company,  Infonet,  JANET,  Mercury 
Communications,  PacBell,  Norway  PTT, 
Sprint,  Stentor,  Telecom  Finland, 
Switzerland  PTT,  UK  Sprint,  US  Sprint 
and  the  Netherlands  PTT  for  exchanging 
mail  using  X.400. 

Advantis  EDI  Services  provides  electronic 
interchange  of  business  transactions  in 
standard  formats  between  trading  partner 
apphcations. 

• Advantis  EDI  translation  and 
management  software  products  include 
DataInterchange/MVS, 
Datalnterchange/MVS-CICS,  EDI/400, 
EDI/36,  EDI/38,  EDI/e  and  EDI/EDGE, 
each  furnishing  a complete  standards 
dictionary  and  transaction  set  for 
multiple  releases  of  ANSI  X12  and 
UN/EDIFACT  standards.  Translation 
and  management  software  can  also  be 
customized  to  support  industry  standards 
like  UCS,  Vies,  TDCC  and  WINS. 


• Advantis  Data  Exchange  Services  offer 
several  components,  including  an 
international  mailbox,  EDI  network 
services  and  ready-to-use  software  for 
customer  systems  and  interfaces  that 
manage  communications  with  the 
mailbox. 

- Information  Exchange  is  an 
international  storage  and  retrieval 
networking  service  that  uses  an 
electronic  mailbox  for  convenient  and 
cost-effective  data  communications. 

The  mailbox  can  be  used  to  exchange 
virtually  any  kind  of  information,  from 
an  electronic  mail  message  to  a very 
large  data  file,  between  IBM  and  non- 
IBM  processors,  midrange  systems,  PCS 
and  RJE  workstations. 

- Customers  can  use  Information 
Exchange  for  a variety  of  apphcations, 
from  consohdating  data  from 
distributed  locations  to  exchanging  CAD 
drawings,  electronic  mail  or  system  files 
between  companies. 

- Data  Exchange  Services  offers 
interfaces  for  MVS,  VM,  CICS,  OS/2 
and  AIX  operating  systems  and  the  IBM 
PC,  IBM  AS/400,  IBM  System/36  and 
RJE  workstations.  The  service  also 
supports  the  exchange  of  EDI  data 
formatted  to  the  ANSI  X12, 
UN/EDIFACT,  UNTDI  and  UCS 
standards. 

• To  aid  in  EDI  implementation,  Advantis 
offers  professional  services  in  strategic 
direction  consulting,  planning  and  design, 
implementation,  skills  transfer  and 
education,  and  trading  partner 
coordination. 

• Using  EDI  VAN  Interconnect,  companies 
can  exchange  X12  or  UCS  data  with 
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trading  partners  using  other  EDI  services 
networks.  Current  network 
interconnections  include: 

- ARI  Network  Services  (Agridata) 

- AT&T  Mail 

- ATT  Mail 

- Bell  Atlantic 

- BT  North  America/MCI 

- GE  Information  Services 

- GM/EDS 

- Harbinger  Computer  Services 

- Kleinschmidt 

- Mediatel 

- ORDERNET/Sterhng  Software 

- TransSettlements,  Inc. 

- AT&T  Easyhnk  Services  (Western 
Union) 

SHOWBBS  is  Advantis’  on-line  interactive 
bulletin  board  offering  that  provides  on- 
bne,  interactive  access  to  a variety  of 
information. 

• SHOWBBS  information  is  controlled  by 
the  bulletin  board  owner  and  is  designed 
to  meet  the  owner’s  requirements. 

• In  addition  to  the  bulletin  board  services, 
users  can  send  E-mail  and  EDI 
transactions  to  other  users  of  Advantis 
Messaging  Services. 

• Software  MaU,  Advantis’  on-bne  support 
facibty,  is  an  implementation  of 
SHOWBBS. 

Advantis  Capacity  Services 

Advantis  also  offers  a range  of  information 
systems  services  that  provide  IBM  software 
and  mainframe  computing  power  on  a 
variety  of  charging  methods.  These 
services  are  currently  available  only  in  the 
U.S.  Customers  can  develop  and  test 
apphcations  or  run  production  on  Advantis 
processors  in  either  dedicated  or  shared 


multiple  operating  systems  (VM  and  MVS) 
configurations. 

• The  Dedicated  Processor  Custom  Offering 
provides  a customized  information  system 
for  companies  that  need  computing 
resources  but  do  not  want  to  make  a 
major  capital  investment  in  hardware. 

- Advantis  provides  the  processor,  DASD, 
tape  and  other  system  components  and 
the  operating  system. 

- The  dedicated  processor  is  installed  at 
an  Advantis  facUity,  System  access  is 
through  the  Advantis  network. 

Advantis  provides  hmited  systems 
programming  and  operation  support. 

• SystemShare  Custom  Offering  is  a 
timesharing  service  that  provides  access 
to  a range  of  VM/ESA  and  MVS/ESA 
software  products — programming 
languages,  coding  aids,  business-decision 
utihties,  office  and  productivity  tools. 
SystemShare  can  be  used  to  develop  and 
test  new  apphcations,  reengineer  old 
apphcations,  provide  backup,  handle 
peak-load  capacity  requirements,  provide 
departmental  support  and  evaluate  IBM 
products. 

Advantis  Information  Services 

The  Advantis  network  offers  U.S. 
customers  access  to  more  than  2,000 
commercial  databases,  buhetin  boards, 
electronic  catalogs  and  industry-specific 
services  via  a single  connection  to  the 
network.  Leased  hne  or  dial  connections 
can  provide  users  with  high-speed,  full- 
screen access  to  services. 

Information  Services  include  access  to 
IBMLink,  IBM’s  electronic  support  fachity; 
Software  MaU,  a coUection  of  electronic 
stores  operated  and  maintained  by 
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individual  software  vendors;  and  Remote 
Screen  View  Services  Facility,  a 
productivity  tool  that  allows  multiple  users 
to  view  an  application  operated  by  another 
user. 

A number  of  companies  and  industry 
associations  are  combining  their  resources 
with  Advantis  to  create  customized 
solutions  serving  all  participants  within  an 
industry.  Examples  of  industry  solutions 
available  include: 

• Quick  Response  Service  (QRS)  for 
retailers 

• IVANS,  the  largest  shared  network 
service  in  the  insurance  industry 

• Corporate  Alliance,  a multicompany 
order-entry  service  for  health  care 
providers 

Clients 

More  than  15,000  U.S.  customers  and  more 
than  1.6  milhon  user  IDs  are  currently 
connected  to  the  Advantis  network. 

Marketing  and  Sales 

Advantis  products  and  services  are  sold 
through  its  sales  force  and  IBM’s  worldwide 
marketing  and  support  organization. 

Products  and  services  are  also  marketed 
through  a variety  of  business  associate 
relationships. 

Alliances 

Advantis  is  a member  of  CommerceNet,  a 
consortium  of  companies  working  together 
to  define  the  future  direction  of  Internet 
technology  and  electronic  commerce. 


Competitors 

Advantis’  primary  VAN  competitors  include 
AT&T,  GE  Information  Services,  MCI  (BT 
TYMNET)  and  Infonet. 

Outsourcing  competitors  include  AT&T  and 
EDS. 
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231  North  Martingale  Road 
Schaumburg,  IL  60173-2254 


Chairman  & CEO: 
President  & COO: 
Status: 


Syd  N.  Heaton 
Gary  Weis 
Joint  Venture 
3,000 
$1  billion 


Marketing  Headquarters: 

3405  W.  Dr.  Martin  Luther  King  Blvd. 
Tampa,  FL  33607 


Total  Employees: 
Annual  Revenue: 


Phone:  (813)878-3000 
Fax:  (813)878-5587 


Key  Points 


Advantis  was  formed  in  December  1992  as  a joint  venture  formed  by 
IBM  and  Sears,  Roebuck  and  Co.  IBM's  Integrated  Systems 
Solutions  Corporation  (ISSC)  holds  the  majority  interest  (70%)  in 
Advantis  in  addition  to  providing  networking  support. 

Advantis  combines  two  of  the  world's  largest  information  networks 
into  one  company,  providing  customers  network  access  from  650 
cities  in  more  than  90  countries  through  IBM  affiliates  worldwide. 

Advantis  merges  the  operations  of  IBM's  Networking  Systems 
Service  (NSS),  including  IBM  Information  Network  (IIN),  IBM 
internal  telecommunications  and  ISSC's  custom  networking 
organization,  and  Sears  Technology  Services,  Inc.  (STS),  including 
Sears  Communications  Company  and  the  information  systems 
professionals  who  support  the  Sears  family  of  companies. 

STS  brings  20,000  nationwide  phone  access  sites  to  the  venture  and, 
combined  with  UN's  greater  throughput  capability,  provides 
customers  with  any-to-any  connectivity  and  high-volume  traffic 
capacity. 

Advantis  begins  operations  with  an  extensive  customer  base  that 
includes  both  IBM  and  Sears,  and  their  affiliated  companies,  as  well 
as  more  than  10,000  U.S.  customers  supporting  more  than  one 
million  users. 
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Company 

Description 

Advantis  offers  a full  spectrum  of  networking  technology  solutions, 
including  custom  networking  solutions  and  value-added  services  for 
intra-  and  inter-enterprise  networking.  Customers  can  use  the 
resources  of  Advantis  to  extend  the  reach  of  their  existing  applications 
through  the  use  of  a variety  of  networking,  messaging,  and  computer 
services,  while  outsourcing  all  or  part  of  their  network  installation  and 
management.  Advantis'  services  enable  companies  to  do  business 
electronically  with  their  trading  partners  and  business  associates 
worldwide. 

• Custom  network  services  include  re-engineering,  design,  integration, 
network  management,  operation,  and  outsourcing. 

• Value-added  services  include  electronic  mail,  electronic  data 
interchange  (EDI),  access  to  commercial  data  bases  and  information 
services,  and  remote  computing  services. 

Advantis'  strategic  objective  is  to  provide  a full  range  of  services  and 
support  for  electronic  markets  with  extensive,  any-to-any 
interconnection.  The  company  plans  to  become  the  leader  in 
networking  technology.  Primary  target  markets  include  retail,  state  and 
local  government,  health  care,  insurance,  manufacturing,  and 
transportation. 

Financials 

It  is  projected  that  Advantis  will  earn  47%  of  its  estimated  $1  billion  in 
first  year  revenues  from  noncaptive  customers. 

Advantis'  network  services  business  grew  at  more  than  twice  the 
industry  average  during  1992. 

Competitors 

Advantis'  chief  competitors  include  Electronic  Data  Systems,  BT  North 
America,  and  Sprint  Corporation. 

Key  Products  and 
Services 

INPUT  estimates  that  approximately  70%  of  Advantis'  revenue  is 
derived  from  network  services  (network,  messaging,  and  information 
services),  20%  from  processing  services  (capacity  services),  and  the 
remaining  10%  from  network  management  and  professional  services 
consulting  and  network  design. 

Advantis  offers  five  categories  of  services: 

• Advantis  Custom  Network  Solutions 

• Advantis  Network  Services 

• Advantis  Messaging  Services 
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• Advantis  Capacity  Services 

• Advantis  Information  Services 

Advantis  Custom  Network  Solutions: 

A custom  networking  solution  is  tailored  to  the  customer's  specific 
networking  requirements  on  a special  request  basis.  Custom  Network 
Solutions  include  custom  managed  networks  and  network 
implementation  services,  including  re-engineering,  logical  and  physical 
network  design,  installation,  operation,  and  ongoing  network 
management  for  data,  voice,  and/or  video  networks. 

Support  options  include  integrated  digital  network  exchange  (IDNX) 
bandwidth  management  for  integrated  data  and  voice  networks; 
multivendor/carrier  management;  multiple  physical  media,  including 
terrestrial,  fiber,  satellite,  and  wireless;  SNA  sub-area  and  advanced 
peer-to-peer  networking  (APPN);  TCP/IP;  LAN  internetworking;  and 
integrated  multiprotocol  networks. 

Network  implementation  services  provide  advice,  guidance,  and  hands- 
on  assistance  in  telecommunications,  including  long-  and  short-range 
planning,  integration,  and  project  management  on  a special-request 
basis. 

Advantis  currently  has  approximately  12  Custom  Network  Solutions 
clients.  Current  contracts  include  the  following; 

• A ten-year  contract  with  Equifax,  through  IBM  ISSC,  to  provide 
network  and  LAN  management,  operation,  maintenance,  and 
support.  Under  the  $650  million  contract,  ISSC  is  providing  Equifax 
with  data  center  management,  business  recovery  services,  and 
improved  technology  for  the  Equifax  data  center. 

• A three-year  contract  with  First  Interstate  Bank  to  provide  network 
operation  and  management,  problem  determination,  and  design 
services  for  First  Interstate  Bank's  network. 

• A three-year  contract  with  Ford  New  Holland  to  provide  network 
design  and  management  for  Ford  New  Holland's  integrated  data  and 
voice  networks. 

Advantis  Network  Services: 

Network  Services  can  provide  customers  with  all  or  part  of  their 
networking  requirements,  from  value-added  services  based  in  leading- 
edge  networking  technology. 
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• Ne^ork  Services  provides  state-of-the-art  data  communications 
facilities,  24-hour  availability,  protocol  and  line-speed  conversions, 
network  support  using  IBM  NetView  and  other  advanced  network 
management  tools,  on-line  problem  reporting  and  tracking,  user 
screens  and  selection  menus,  and  user  support. 

• Customers  can  use  Network  Services  to  configure  almost  any 
network  they  require,  including  combinations  of  terminal-to-host, 
host-to-host,  and  peer-to-peer  connections,  single  vendor  or 
multivendor  environments,  within  or  between  organizations, 
nationally  or  internationally. 

Two  types  of  connections  are  available: 

• Leased  Line  Service:  dedicated  facilities  to  the  nearest  Advantis 
network  node 

• Dial  Services:  switched  coimections  that  allow  local  access  in  most 
cities  in  the  U.S.  and  are  available  from  many  of  Advantis'  affiliates 
worldwide 

Advantis'  terminal  emulation  software.  Information  Network  Personal 
Connectivity  Service  (INPCS)  offers  high-performance  3270  device 
emulation  that  provides  multisession  communications  for  personal 
computer  users. 

Advantis  has  an  SNA  high-speed  network  and  a multiprotocol  network 
providing  leased  line  access  at  speeds  up  to  1,544  mbps  and  dial  access 
at  line  speeds  of  300  to  19,200  bps. 

• Worldwide  network  access  is  available  in  650  cities  in  more  than  40 
countries  and  local  public  packet  switched  data  networks  (PSDN)  in 
more  than  50  additional  countries  and  locations,  via  an  X.25 
international  gateway  in  Zoetermeer,  the  Netherlands. 

International  access  is  provided  through  Advantis'  IBM  affiliates  and 
organizations  worldwide. 

• Leased-line  nodes  are  available  in: 

100  cities  in  the  U.S. 

- 13  cities  in  Canada 

157  cities  in  17  countries  in  Europe 

- 74  cities  in  four  Asia/Pacific  countries 

- 7 cities  in  Latin  America 
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• Dial  access  nodes  are  available  in: 

- 276  cities  in  the  U.S. 

19  cities  in  Canada 
168  cities  in  Europe 

- 74  cities  in  Asia/Pacific 

- 7 cities  in  Latin  America 

• Additional  access  is  available  via  an  "800"  number  number  service 
across  the  U.S.,  Puerto  Rico,  and  the  Virgin  Islands. 

• Protocols  supported  include: 

- SNA/SDLC 

- X.25 

- Asynchronous  (ASCII  files  supported) 

- Bisynchronous 

- NETBIOS 

- Novell  IPX 

- TCP/IP 

- APPN 

■ More  than  450  devices  have  been  tested  and  approved  for  network 
attachment,  including: 

- IBM  SNA  networks  and  host  computers 

- IBM  AS/400  and  System/3X  computers 

- IBM  PCs,  PS/2s,  and  PC  LANs 

- IBM  3270  terminals  and  devices  with  3270  emulation, 
including  non-IBM  hosts  and  midrange  systems 

- X.25  processors 

- RJE  workstations  and  devices  with  RJE  emulators 

- A variety  of  non-IBM  devices  supported  via 
X.25,  SDLC,  ASYNCH,  and  BISYNC 

International  Network  Services  provides  planning,  installation,  and 
management  of  network  connections  for  users  around  the  world. 

• These  services  include  Network  Services,  Messaging  Services,  and 
Information  Services,  as  well  as  International  Support  Services,  fee 
project  management,  and  installation  assistance  for  international 
networks. 

• Advantis'  international  service  is  provided  through  IBM  affiliates 
and  organizations  worldwide. 

SE  Support  Services  is  a package  available  to  customers  for  qualified 
Network  Services  leased  line  and  dial  accounts.  These  services  include 
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a headquarters  focal  point,  leased  line  installation  support  services  for 
dial  customers,  and  ongoing  maintenance  support. 

Advantis  Messaging  Services: 

IBM  Mail  Exchange,  Advantis'  international  electronic  mail  service, 
extends  the  reach  of  internal  mail  systems  by  providing  connections  to 
business  partners,  remote  users,  and  systems  of  all  sizes  around  the 
world. 

• Customers  can  use  a variety  of  IBM  and  non-IBM  in-house  systems 
to  send  messages  to  each  other,  or  use  mailbox  services  provided  by 
IBM  Mail  Exchange. 

• Service  features  include  simplified  addressing,  format  conversions, 
electronic  trade  and  user  directories,  and  additional  security. 

• IBM  Mail  Exchange,  either  directly  or  via  service  provider 
agreements,  can  forward  electronic  mail  messages  to  telex,  FAX, 
and  postal  destinations. 

• Cormectivity  is  available  between  a range  of  host,  midrange,  and 
other  office  systems,  both  IBM  and  non-IBM,  including  the 
OfficeVision  family  of  products.  Professional  Office  System 
(PROFS*^),  Distributed  Office  Support  Systems  (DISOSS),  Personal 
Services,  Software  Mall,  and  the  Advantis  EDI  mailbox  service. 

• Advantis  offers  IBM  Mail  LAN  Gateway/2  software  that  enables 
users  of  selected  LAN-based  mail  systems  to  route  electronic  mail 
messages  between  their  in-house  host-  and  LAN-based  systems. 

- Using  IBM  Mail  LAN  Gateway/2  and  IBM  Mail  Exchange, 
companies  can  also  communicate  with  their  trading  partners 
worldwide. 

- IBM  Mail  LAN  Gateway/2  currently  supports  communication 
between  cc:Mail,  IBM  Mail  Exchange,  Office Vision/400,  or 
DISOSS  with  office  products  such  as  OV/MVS,  and  Novell 
Netware  with  the  Internetwork  Packet  Exchange. 

- Future  enhancements  are  planned  to  support  Office  Vision/ VM, 
PAROS,  and  Lotus  Notes,  migration  to  OS/2  V2,  and  National 
Language  Support. 

• IBM  Mail  Exchange  also  supports  non-IBM  and  IBM  office  systems 
conforming  to  the  X.400  messaging  standard.  X.400  office  systems 
on  X.25  processors  can  connect  directly  to  an  Advantis  node. 
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• IBM  is  committed  to  international  standards  such  as  OSI  and  its 
messaging  components,  including  X.400  and  the  X.500  standard  for 
directory  services.  Advantis  currently  participates  in  the  North 
American  Directory  Forum  with  other  electronic  mail  providers  with 
the  purpose  of  bringing  and  X.500  global  directory  to  the 
marketplace. 

• Advantis  has  commercial  interconnections  with  AT&T  Mail,  AT&T 
Easylink,  ATT  Mail,  Bell  South,  BT  UK,  BT  North  America, 
EMBARC,  GE  Information  Services,  Helsinki  Telephone  Company, 
Info  net,  JANET,  MCI,  Mercury  Communications,  PacBell,  Norway 
PTT,  Sprint  International,  Stentor,  Telecom  Finland,  Switzerland 
PTT,  UK  Sprint,  US  Sprint,  and  the  Netherlands  PTT  for 
exchanging  mail  using  X.400. 

Advantis  EDI  Services  provides  electronic  interchange  of  business 

transactions  in  standard  formats  between  trading  partner  applications. 

Advantis  has  20%  of  the  EDI  market  and  ranks  second  to  GE 

Information  Services. 

• Advantis  EDI  translation  and  management  software  products 
include  DataInterchange/MVS,  DataInterchange/MVS-CICS, 
EDI/400,  EDI/36,  EDI/38,  EDI/e,  and  PC  QuickEDI,  each 
furnishing  a complete  standards  dictionary  and  transaction  set  for 
multiple  releases  of  ANSI  X12  and  UN/EDIFACT  standards.  The 
software  can  also  be  customized  to  support  industry  standards  like 
UCS,  vies,  TDCC,  and  WINS. 

• Advantis  Data  Exchange  Services  offers  several  components, 
including  an  international  mailbox,  EDI  network  services,  and  ready- 
to-use  software  for  customer  systems  and  interfaces  that  manage 
communications  with  the  mailbox. 

- The  Information  Exchange  is  an  international  storage  and 
retrieval  networking  service  that  uses  an  electronic  mailbox  for 
convenient  and  cost-effective  data  communications. 

- The  Information  Exchange  mailbox  can  be  used  to  exchange 
virtually  any  kind  of  information,  from  an  electronic  message  to  a 
very  large  data  file,  between  a range  of  IBM  and  non-IBM 
processors,  midrange  systems,  PCs,  and  RJE  workstations. 

- Data  Exchange  Services  offers  interfaces  for  MVS,  VM,  CICS, 
OS/2,  and  AIX  operating  systems  and  the  IBM  PC,  IBM  AS/400, 
IBM  System/36,  and  RJE  workstations.  The  service  also  supports 
the  exchange  of  EDI  data  formatted  to  the  ANSI  X12, 
UN/EDIFACT,  UNTDI,  and  UCS  standards. 
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• To  aid  in  EDI  implementation,  Advantis  offers  professional  services 
in  strategic  direction  consulting,  planning  and  design, 
implementation,  skills  transfer  and  education,  and  trading  partner 
coordination. 

• Using  the  EDI  VAN  Interconnect,  companies  can  exchange  X12  or 
UCS  data  with  trading  partners  using  other  EDI  service  networks. 
Current  network  interconnections  include: 

- ARI  Network  Services  (Agridata) 

- AT&T  Mail 

- ATT  Mail 

- Bell  Atlantic 

- BT  North  America  (TYMNET) 

- GE  Information  Services 

- GM/EDS 

- Harbinger  Computer  Services 

- Kleinschmidt 

- Mediatel 

- Sterling  Software  ORDERNET 

- TranSettlements 

Western  Union  (AT&T  Easylink  Services) 

SHOWBBS  is  Advantis'  new  on-line  interactive  bulletin  board  offering. 
SHOWBWSS  information  is  controlled  by  the  bulletin  board  owner 
and  is  designed  to  meet  the  owner's  requirement. 

Advantis  Capacity  Services: 

Advantis  also  offers  Capacity  Services  that  provide  IBM  software  and 
mainframe  computer  processing  resources  via  a number  of  service 
options.  Customers  can  develop  and  test  applications  or  run 
production  on  Advantis  processors  in  either  shared  environments 
(Remote  Computing  Services  or  Shared  Capacity  Services),  or  in 
dedicated  environments  (Dedicated  Processor  Custom  Offering). 

• Remote  Computing  Services  provides  a range  of  VM  and  MVS 
software  products  that  may  be  used  for  application  development, 
testing,  and  production.  Pricing  varies  based  on  usage. 

• Shared  Capacity  Services  is  designed  for  customers  with  large 
projects  of  long  duration  and  offers  the  same  VM  and  MVS  software 
products  as  Remote  Computing  Services,  but  at  a fixed  price  for  a 
predefined  set  of  services. 

• Dedicated  Processor  Custom  Offering  is  designed  for  companies 
with  outsourcing  requirements  that  are  not  met  by  either  traditional 
timeshare  options  or  comprehensive,  long-term  facilities 
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management  services.  With  this  service,  Advantis  provides  and 
supports  IBM  hardware  and  systems  software  tailored  to  the 
customer's  requirements.  The  IBM  mainframe  is  installed  at  an 
Advantis  facility  and  the  customer  accesses  the  system  via  the 
Advantis  network.  The  customer  provides  and  manages  the 
applications  software. 

Advantis  Information  Services: 

Advantis  network  customers  can  access  more  than  2,000  commercial 
data  bases,  bulletin  boards,  electronic  catalogs,  and  industry-specific 
services  via  a single  connection  to  the  network.  Leased  line  or  dial 
connections  can  provide  users  with  high-speed,  full-screen  access  to 
services. 

Information  Services  includes  access  to  IBMLink,  IBM's  electronic 
support  facility;  Software  Mall,  a collection  of  electronic  stores 
operated  and  maintained  by  individual  software  vendors;  and  Remote 
Screen  Viewing  Services  Facility,  a productivity  tool  that  allows 
multiple  users  to  view  an  application  operated  by  another  user. 

A number  of  companies  and  industry  associates  are  combining 
resources  with  Advantis  to  create  custom  solutions  serving  all 
participants  within  an  industry.  Examples  of  industry  solutions 
available  include  Quick  Response  Service  (QRS)  for  retailers;  IVANS, 
the  largest  shared  network  service  in  the  insurance  industry;  and 
Corporate  Alliance,  a multicompany  order-entry  service  for  health  care 
providers. 


Advantis  is  used  by  clients  across  industry  sectors. 

More  than  10,000  U.S.  customers  and  more  than  one  million  user  IDs 
are  currently  connected  to  the  Advantis  network. 


INPUT  estimates  that  approximately  50%  of  Advantis'  revenue  is 
derived  from  the  U.S.  and  50%  from  international  sources. 

In  addition  to  its  headquarters  in  Schaumburg  (IL),  Advantis  has  U.S. 
offices  in  Columbus  (OH),  Tampa  (FL),  Dallas  (TX),  White  Plains 
(NY),  and  Boulder  (CO). 

International  affiliate  headquarter  offices  are  located  in  Ontario 
(Canada),  the  Netherlands,  Japan,  and  Australia. 


April  1993 


Copyright  1993  by  INPUT.  Fteproduction  Prohibited. 


Page  9 of  10 


ADVANTIS 


INPUT 


Computer 
Hardware  and 
Software 


Advantis  data  centers  are  in  Schaumburg  (IL),  Boulder  (CO), 
Columbus  (OH),  Dallas  (TX),  Tampa  (FL),  and  White  Plains  (NY). 

The  centers  maintain  an  unspecified  number  of  IBM  mainframes 
running  under  MVS/TSO,  CICS/VS,  and  VM/CMS. 

International  Network  Control  Centers  are  located  in  the  Netherlands, 
Japan,  and  the  U.K. 
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COMPANY  HIGHLIGHT 


ADVO  SYSTEMS  INC. 

239  W.  Service  Road 
Hartford,  CT  06101 
(203) 525-9101 


John  A.  Valentine,  President 
Private  Corporation 
Total  Employees:  1,200 
Total  Revenue,  Fiscal  Year  End 
8/30/80:  $30,000,000* 


PRINCIPAL  BUSINESS  Advo  Systems  Inc.  provides  processing  services  for  direct 
mail  operations. 

FINANCIALS  ($  thousands) 


SOURCE  OF  REVENUE 

100%  Processing  services. 

. 40%  Interactive  processing. 

. 60%  Batch  services. 

PRODUCTS  AND  SERVICES 

Advo  specializes  in  direct  mail  advertising:  maintenance  of  national  lists  by 
city  zip  code,  preparation  of  labels  and  mail  handling,  and  processing  of  orders 
from  direct  mail  campaigns.  Its  resident  list  exceeds  84  million  addresses. 

Competition  for  Advo's  services  stems  largely  from  regional  direct  mailers. 

ACQUISITION  ACTIVITY 

In  April  1981,  Advo  purchased  the  Grit,  a Williamsport,  PA,  newspaper.  The 
newspaper  has  a circulation  of  approximately  1,000,000.  Advo  intends  to  use 
the  newspaper  to  augment  its  retail  advertising  business. 

INDUSTRY  MARKETS  Advo  derives  almost  100%  of  its  revenue  from  retail  distrib- 
utors. 

GEOGRAPHIC  MARKETS  One  hundred  percent  of  Advo's  revenue  stems  from  the 

U.S. 


* INPUT  estimate 


Total  revenue 


8/80  8/79 

$30,000*  $18,000 


Advo  Systems'  1980  revenue  grew  approximately  50%  over  1979. 
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ADVO  SYSTEMS,  INC. 


COMPUTER  HARDWARE  AND  SOFTWARE 

Advo  Systems  maintains  one  data  center  at  its  Hartford  headquarters. 
Equipment  consists  of: 

. I Uni  vac  90/80. 

. I Univac  90/60. 

. 20  Datapoint  1800s.  (Located  in  its  13  branch  offices.) 

One  Univac  9400  is  located  in  Williamsport,  PA,  for  internal  use  by  the 
newspaper  publishing  company. 
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March  1996 

Affiliated  Computer  Services,  Inc. 


Chairman  & CEO: 
President  & COO: 
2828  North  Haskell 
Dallas,  TX  75204 
Phone: 

Fax: 

Internet: 


Darwin  Deason 
Jeffrey  A.  Rich 


(214)  841-6111 
(214)  828-4389 


Http://www.acs-net.com 


Status:  Public 

Employees:  4,600  (3/96) 

Revenue:  $313,200,000 

Fiscal  Year  End:  6/30/95 


Key  Points 

• Affiliated  Computer  Services  (ACS)  provides 
outsourcing,  transaction  processing,  image 
management  and  professional  services  to  a 
range  of  clients  nationwide. 

• ACS  entered  the  professional  services 
market  in  January  1995  with  its  purchase  of 
a 70%  interest  in  The  Systems  Group,  Inc.,  a 
professional  services  firm  that  provides 
consulting,  programming,  and  technical 
support  services. 


• In  March  1996,  ACS  acquired  a majority 
stake  in  Unibase  Technologies,  giving  ACS 
entry  into  the  data  management  market. 

• Bank  of  America,  Texas,  N.A.,  historically 
ACS’  largest  customer,  migrated  its 
processing  operations  to  its  parent  company 
and  did  not  renew  its  outsourcing  contract 
with  ACS  that  expired  in  August  1995. 

B of  A Texas  contributed  approximately 
11%,  14%  and  15%  to  ACS’  fiscal  1995,  1994 
and  1993  revenue,  respectively. 

Company  Description 

ACS  is  a nationwide  provider  of  a range  of 
processing  services,  including  outsourcing, 
electronic  funds  transfer  (EFT)  transaction 
processing,  and  image  management  services. 
The  company  also  provides  consulting, 
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programming,  and  technical  support 
professional  services  in  selected  regional 
markets. 

ACS  has  purchased  19  information  processing 
companies  since  its  inception,  which  has 
resulted  in  geographic  expansion,  growth  and 
diversification  of  the  company’s  customer 
base,  expansion  of  services  offered,  and 
increased  economies  of  scale.  Approximately 
57%  of  the  increase  in  revenue  since  1988  has 
been  attributed  to  these  acquisitions. 

In  September  1994,  ACS  completed  an  initial 
pub  he  offering  of  2.3  milhon  shares  of  common 
stock,  raising  net  proceeds  of  $32.2  million 

• ACS  also  initiated  a restructuring  in 
connection  with  the  pubhc  offering,  which 
included  the  spin-off  of  certain  operations  to 
its  stockholders. 

• The  spin-off  involved  several  subsidiaries 
whose  operations  included  business  forms 
distribution,  real  estate  investment  and 
brokerage,  courier  services,  and  various 
other  lines  of  business  unrelated  to  ACS’ 
information  services  business.  These 
discontinued  operations  contributed 
approximately  $63.8  million  and  $50.2 
million  to  ACS’  total  revenue  in  fiscal  1994 
and  fiscal  1993,  respectively. 

In  March  1996,  ACS  announced  a second 
offering  of  approximately  1.8  million  shares  of 
its  common  stock. 

Organization  and  Structure 

ACS  organizes  its  services  into  the  following 
areas: 

• Outsourcing  (Commercial  Services  and 
Financial  Services) 

• EFT  Transaction  Processing 


• Image  Management  Services 

• Professional  Services 

ACS  subsidiaries  include  the  following: 

• ACS  Merchant  Services,  Inc.  was  formed  in 
September  1995  to  market  point-of-sale 
(PCS)  services  to  independent  merchants, 
retail  chains,  and  banks  throughout  the  U.S. 

• Dataplex  Corporation,  based  in  Jackson 
(MS),  provides  information  and  image 
capture,  data  storage  protection,  and 
retrieval  services  for  more  than  12,000 
financial  institutions,  private  businesses  and 
government  agencies. 

• The  Systems  Group,  Inc.,  based  in  Dallas 
with  more  than  350  employees,  provides 
professional  services  consulting  and 
programming. 

Company  Strategy 

The  key  components  of  ACS’  business  strategy 

include  the  following: 

• Expand  the  customer  base — ACS  seeks  to 
develop  long-term  relationships  with  new 
customers,  diversify  its  customer  base  across 
multiple  industries  and  expand  services 
offered  to  existing  customers.  The 
company’s  primary  focus  is  on  increasing  its 
revenues  per  customer  by  adding  large- 
volume  transaction  processing  customers. 

• Provide  flexible  information  processing 
solutions — ^ACS  offers  custom-tailored 
information  processing  solutions  using  a 
range  of  proprietary  and  third-party  licensed 
software  on  multiple  hardware  and  systems 
software  platforms. 

• Maximize  economies  of  scale — ACS’  strategy 
is  to  develop  and  maintain  a significant 
customer  and  account/transaction  base  to 
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create  sufficient  economies  of  scale  that 
enable  ACS  to  achieve  competitive  unit 
processing  costs. 

• Complete  strategic  acquisitions — ^ACS’ 
acquisition  strategy  is  to  acquire  information 
processing  companies  that  enable  ACS  to 
expand  its  geographic  presence,  to  expand 
the  products  and  services  offered  to  existing 
customers  and  to  obtain  a presence  in  new, 
complementary  markets. 

• Invest  in  technology — ^ACS  responds  to 
technological  advances  and  the  rapid  change 
in  the  requirements  of  its  customers  through 
the  commitment  of  substantial  amounts  of 
its  resources  to  the  operation  of  multiple 
hardware  platforms,  customization  of 
products  and  services  that  incorporate  new 
technology  on  a timely  basis,  and  the 
continuous  training  of  customer  service 
personnel. 

• Build  recurring  revenue — ACS  seeks  to  enter 
into  long-term  contracts  with  customers  to 
provide  services  that  meet  their  ongoing 
information  processing  needs.  For  fiscal 
1995,  approximately  95%  of  ACS’  revenue 
from  continuing  operations  was  recurring. 

Financials 

ACS’  fiscal  1995  revenue  from  continuing 
operations  reached  $313.2  million,  a 15% 
increase  over  fiscal  1994  revenue  of  $271.1 
million.  Net  income  rose  43%,  from  $12.3 
million  in  fiscal  1994  to  $17.6  milhon  in  fiscal 
1995. 

• Approximately  two-thirds  of  the  revenue 
growth  in  fiscal  1995  was  due  primarily  to 
internally  generated  sales  growth,  with  the 
remainder  (approximately  $15.6  million) 
generated  from  acquisitions. 


• Excluding  revenue  from  B of  A Texas,  fiscal 
1995  revenue  increased  almost  19%  over 
fiscal  1994. 

• In  the  five-year  financial  summary  shown  on 
the  following  page,  revenues  prior  to  fiscal 
1995  have  been  restated  to  reflect 
continuing  operations  only  and  exclude  the 
spun  off  operations  previously  described. 

Revenue  Analysis  by  Product / Service 

Approximately  55%  of  ACS’  fiscal  1995 
revenue  was  derived  from  its  outsourcing 
services,  42%  from  processing  services  (21% 
from  EFT  transaction  processing  and  21% 
from  image  management  services)  and  the 
remaining  3%  from  professional  services. 

• Outsourcing  revenues  increased  14%  during 
fiscal  1995  due  to  an  increase  in  the 
accounts  processed  and  higher  volumes 
processed  for  existing  significant  outsourcing 
customers. 

• EFT  transaction  processing  business 
increased  15%  during  fiscal  1995  due 
primarily  to  an  increase  in  the  number  of 
ATMs  processed,  particularly  from  an 
increase  in  low-cost  ATM  devices. 

• Revenue  from  image  management  services 
increased  5%  during  fiscal  1995  due  to  the 
acquisition  of  Microfilm  Services  Company 
in  January  1995. 

• A three-year  summary  of  source  of  revenue 
by  service  fine  is  also  shown  on  the  following 
page. 
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Affiliated  Computer  Services,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue  from  continuing  operations 

$313.2 

$271.1 

$189.0 

$149.9 

$146.8 

• Percent  change  from 

previous  year 

15% 

43% 

26% 

2% 

19% 

Income  before  taxes 

$29.8 

$20.2 

$15.8 

$9.2 

$5.6 

• Percent  change  from 

previous  year 

48% 

28% 

72% 

64% 

239% 

Net  income 

$17.6 

$12.3 

$9.5 

$5.7 

$3.5 

• Percent  change  from 

previous  year 

43% 

29% 

67% 

63% 

224% 

Net  earnings  per  share 

$1.36 

$1.08 

$0.84 

$0.52 

$0.42 

• Percent  change  from 

previous  year 

66% 

29% 

62% 

24% 

205% 

Affiliated  Computer  Services,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Outsourcing  services 

$174.1 

55% 

$152.2 

56% 

$118.5 

63% 

EFT  transaction  processing 

64.5 

21% 

56.0 

21% 

43.6 

23% 

Image  management  services 

65.9 

21% 

62.9 

23% 

26.9 

14% 

Professional  services 

8.7 

3% 

~ 

~ 

- 

- 

Total 

$313.2 

100% 

$271.1 

100% 

$189.0 

100% 

Interim  Results 

Revenue  for  the  six  months  ending  December 
31,  1995  reached  $180.6  million,  a 26% 
increase  over  $142.9  million  for  the  same 
period  in  1994.  Net  income  reached  $10.7 
million,  a 33%  increase  over  $8. 1 million  for 
the  same  period  a year  ago. 


• Revenue  growth  was  attributed  to  strong 
new  business  signing  in  outsourcing,  the 
continued  expansion  of  the  EFT  network, 
and  the  effect  of  acquisitions. 

• ACS  has  increased  the  number  of  ATMs  in 
its  network  by  more  than  50%  in  the  last  six 
months,  with  more  than  4,600  ATMs 
installed  throughout  the  country. 
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Market  Financials 

ACS’  target  market  for  its  commercial 
outsourcing  services  consists  of  medium -sized 
to  large  commercial  organizations  with  time- 
critical,  transaction-intensive  information 
processing  needs. 

• This  includes  retailers,  wholesale 
distributors,  health  care  providers,  and 
telecommunications,  transportation  and 
other  commercial  companies. 

• The  primary  geographic  market  for  these 
services  is  the  U.S.,  although  ACS  evaluates 
international  opportunities  from  time  to 
time. 

ACS’  target  financial  services  customer  base  is 
primarily  regional,  non-money-center  financial 
institutions. 

• Most  of  ACS'  financial  processing  customers 
are  based  in  the  southwestern  U.S.,  and 
back-office  services  are  provided  in  the 
southwestern  and  northeastern  U.S. 

• Securities  processing  customers  are 
primarily  located  in  the  northeastern  U.S. 

• Currently,  the  majority  of  ACS’  processing 
financial  institution  customers  are 
commercial  banks,  although  ACS  intends  to 
continue  its  efforts  to  expand  the  number  of 
thrifts  and  credit  unions  serviced  and  to 
market  to  all  sizes  of  financial  institutions. 

EFT  services  are  marketed  to  financial 
institutions  and  retailers,  primarily  in  the 
southern  U.S. 

Geographic  Markets 

Virtually  100%  of  ACS’  revenue  is  derived 
from  the  U.S. 


Acquisitions 

In  March  1996,  ACS  acquired  a majority  stake 
in  Unibase  Technologies,  Inc.  Terms  of  the 
acquisition  were  not  disclosed. 

• Unibase,  founded  in  1985  and  based  in  Salt 
Lake  City  (UT),  is  a nationwide  provider  of 
high-speed  data  capture  and  database 
management  services.  Milhons  of 
information  records  are  digitized  and 
transmitted  daily  from  customer  locations 
throughout  the  country  for  high-speed 
conversion  and  database  update. 

• Unibase  clients  include  United  Parcel 
Service  and  American  Express  Company. 

• Unibase,  with  approximately  1,285  full-time 
employees,  had  revenue  of  $27  miUion  for 
the  fiscal  year  ending  September  30,  1995. 

• Unibase  will  operate  as  a division  of  ACS. 

In  December  1995,  ACS  acquired  a majority 
interest  in  The  LAN  Company. 

• Based  in  the  greater  Philadelphia  area,  The 
LAN  Company  provides  network  design  and 
installation  services  and  document 
management  systems  to  law  firms  and 
commercial  firms  in  the  Northeast. 

• With  offices  in  Pennsylvania,  New  Jersey 
and  Massachusetts,  The  LAN  Company 
reported  revenue  of  approximately  $12 
million  in  1995. 

In  September  1995,  ACS  acquired  Technical 
Directions,  Inc.  of  San  Diego  (CA).  Terms  of 
the  acquisition  were  not  disclosed. 

• Technical  Directions  provides  contract 
computer  programming  services  to 
approximately  35  clients  in  southern 
California. 
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• The  operations  of  Technical  Directions  will 
join  ACS’  professional  services  subsidiary, 
The  Systems  Group  (TSG).  The  combined 
companies  will  have  350  employees  and 
annual  revenue  of  more  than  $30  million. 

• The  acquisition  allows  TSG  to  expand  the 
variety  of  programming  skills  its  offers. 

In  August  1995,  ACS  acquired  MEDIANET, 
Inc.  of  Austin  (TX). 

• MEDIANET  is  an  on-line  marketing  services 
company  that  provides  claims  processing  for 
co-op  marketing  programs,  serving  many  of 
the  largest  Fortune  1000  companies. 

In  April  1995,  ACS  acquired  McCoy  Myers  and 
Associates  of  Amarillo  (TX).  Terms  of  the 
agreement  were  not  disclosed. 

• McCoy  Myers  was  a privately  held  bank 
processing  company  serving  more  than  100 
banking  clients  in  Texas,  Oklahoma,  Kansas 
and  New  Mexico. 

• McCoy  Myers  offers  hardware-independent 
software  compatible  with  other  UNIX 
products  that  is  available  for  installation  on 
chent  hardware  or  ACS  hardware  for  clients 
preferring  a service  bureau  environment. 

• The  acquisition  complements  ACS’  service 
offerings  to  the  financial  industry. 

In  February  1995,  ACS  acquired  certain  assets 
of  TOTAL/1  Services  Corporation  of  Houston 
(TX).  TOTAL/1  was  a privately  held  credit 
union  processing  company  serving  more  than 
65  credit  unions  in  the  Southwest. 

In  January  1995,  ACS  acquired  70%  of  the 
outstanding  common  stock  of  The  Systems 
Group,  Inc.  (TSG)  of  Dallas  (TX). 


• TSG  was  a privately  held  provider  of 
professional  services,  primarily  in  the 
Dallas/F ort  Worth  area.  With  offices  in 
Dallas  and  Atlanta,  TSG  had  revenue  of 
more  than  $14  milfion  during  1994. 

• TSG  now  operates  as  a subsidiary  of  ACS. 

In  January  1995,  ACS’  Dataplex  subsidiary 
acquired  Microfilm  Service  Company,  Inc. 
(MSC)  of  Seattle  (WA)  for  a combination  of 
cash  and  ACS  stock. 

• MSC  captures,  stores,  manages  and 
retrieves  information  using  microfilm, 
microfiche,  imaging,  optical  disk  technology 
and  paper.  MSC,  with  offices  in  Seattle 
(WA)  and  Portland  (OR),  had  1994  revenue 
of  approximately  $8  million. 

• The  acquisition  expands  Dataplex’s 
customer  base  in  the  Pacific  Northwest. 

• The  operations  of  MSC  have  been  merged 
into  Dataplex. 

In  January  1995,  ACS  acquired  the  item 
processing  business  of  Hancock  Bank  of 
Louisiana. 

• The  acquisition  included  the  bank’s  Baton 
Rouge  operations,  resulting  in  the  formation 
of  the  ACS  Baton  Rouge  Data  Center. 

• This  center  provides  a range  of  information 
processing,  image  processing  and  back-office 
services  for  Hancock  Bank  and  other 
financial  institutions  using  Unisys  hardware 
and  ITI  software. 

Employees 

As  of  June  30,  1995,  ACS  had  approximately 
2,800  employees. 

The  company  currently  has  more  than  4,600 
employees. 
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Key  Products  and  Services 

Outsourcing — Commercial  Services 

ACS’  primary  outsourcing  services  provided  to 

commercial  businesses  include  on-line  and 

batch  processing  of  data  and  network 

management  assistance. 

• The  mission-critical  application  systems 
processed  by  ACS  for  its  customers  include 
financial,  human  resources,  retail  and 
wholesale  inventory  distribution,  health  care 
management,  transportation  management, 
commercial  and  residential  telephone 
billing,  and  software  development  systems. 

• Services  are  generally  provided  on  a variety 
of  client/server  and  mainframe  platforms  at 
ACS  data  centers.  In  rare  instances,  ACS 
may  operate  a customer’s  data  center  under 
a facilities  management  arrangement. 

• Host  data  centers  in  Dallas  (TX)  and  Santa 
Clara  (CA)  serve  customers  throughout  the 
U.S. 

• Commercial  processing  services  are  typically 
priced  on  a resource  utilization  basis  rather 
than  on  the  basis  of  accounts  or  transactions 
processed. 

Contract  examples  include  the  following: 

• In  March  1996,  ACS  announced  it  had 
restructured  and  extended  its  outsourcing 
agreement  with  Caremark  Inc.,  its  largest 
client.  ACS  will  provide  an  advanced  fault- 
tolerant  environment  with  fully  redundant 
power  supplies,  telecommunications 
facilities,  and  RAID-based  DASD 
superstrings. 

• In  late  1995,  ACS  signed  an  agreement  with 
the  American  Medical  Association  (AMA) 
whereby  ACS  will  migrate  the  AMA’s 
mainframe-based  processing  operations  to 
ACS’  computing  center  in  Dallas.  ACS  will 
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also  support  the  AMA’s  internal  software 
development  for  financial,  human  resource, 
database  management  and  other  business 
applications. 

• During  1995,  ACS  was  awarded  a three-year 
outsourcing  contract  with  Scripps  Health  to 
provide  mainframe  processing  from  the  ACS 
data  center  in  Santa  Clara  (CA). 

• During  1995,  ACS  was  awarded  an 
outsourcing  contract  with  Hexcel  Corp.  to 
provide  mainframe  processing  from  the  ACS 
data  center  in  Santa  Clara.  ACS  will  also 
design  and  implement  a frame-relay  wide- 
area  network. 

• In  August  1995,  ACS  announced  a three- 
year  agreement  with  Zebco,  a division  of 
Brunswick  Corporation,  to  support  Zebco’s 
transition  from  legacy  mainframe  to 
client/server  technology.  ACS  is  supporting 
Zebco’s  financial,  sales,  manufacturing  and 
distribution  applications  at  the  ACS 
Computer  Utility  Center  in  Dallas. 

• In  June  1995,  ACS  was  awarded  a seven- 
year  agreement  valued  at  $12  mfifion  to  $18 
million  by  Keystone  International  to  support 
Keystone’s  transition  from  legacy  systems 
and  local-area  networks  to  SAP’s  R/3 
system. 

• In  May  1995,  ACS  was  awarded  a contract 
to  provide  mainframe  computing  services  for 
the  TRW  Space  & Electronics  Group. 

Other  outsourcing  clients  include 

ScrippsHealth,  NYNEX,  Loma  Linda  Medical 

Center,  Pope  & Talbot,  Lend  Lease  Trucks, 

and  Gold  Coast. 

Outsourcing — Financial  Services 

ACS  offers  a range  of  outsourcing  services  to 

commercial  banks,  thrifts  and  credit  unions. 
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• ACS  satisfies  its  customers’  core  processing 
requirements  (deposits,  installments, 
commercial  and  mortgage  loans,  financial 
accounting  and  reporting,  and  central 
information  file  processing)  through  both  on- 
line and  remote  hatch  processing,  data  entry 
systems,  fuU  on-line  central  information  file 
and  in-bank  data  dehvery  systems. 

• ACS’  mainframe -based  processing  solutions 
to  financial  institutions  use  ACS’  proprietary 
software  (ACS  Advantage)  or  software 
licensed  from  third  parties,  including  the 
IvLrchman  Corporation  and  Information 
Technology,  Inc.  (ITI).  Of  the  financial 
institutions  receiving  fuU  processing  services 
from  ACS,  30  customers  are  processed  using 
the  ACS  Advantage  system,  27  are 
processed  using  Kirchman  systems  and  12 
are  processed  using  ITI  systems. 

• The  acquisition  of  McCoy  Myers  and 
TOTAL/1  during  fiscal  1995  enhanced  ACS’ 
offerings  to  smaller  financial  institutions  via 
UNIX-based,  proprietary  software  products 
designed  for  in-house  or  service  bureau 
processing  for  banks  and  credit  unions. 

These  businesses  provide  processing  services 
to  35  banks  and  credit  unions  on  a service 
bureau  basis  and  provide  software 
maintenance  and  support  to  120  customers. 

• Full  back-office  services  (including  proofing 
and  encoding,  bulk  fifing  and  statement 
preparation)  are  provided  by  ACS  to 
accommodate  additional  check-processing 
and  item-capture  needs  of  customers. 

• ACS  expanded  its  back-office  services  in 
1995  through  an  agreement  with  the 
Superintendent  of  Banks  of  the  State  of  New 
York,  which  resulted  in  the  addition  of  item 
processing  services,  under  a subcontract 
arrangement,  to  more  than  275  banks, 
savings  banks,  thrifts  and  credit  unions, 
primarily  in  the  Northeast. 


• ACS’  outsourcing  services  to  financial 
customers  are  typically  priced  on  the  basis  of 
account  volume. 

• The  total  number  of  accounts  processed  by 
ACS  for  its  financial  institution  customers  as 
of  June  30,  1995  exceeded  700,000. 

In  addition  to  providing  core  processing  and 
back-office  services,  ACS  provides  securities 
processing  services  using  proprietary  software 
to  money-center  banks,  mutual  funds,  and 
limited  partnerships.  These  services  include 
stock  transfer  and  corporate  reorganization 
services,  processing  for  partnerships  and 
mutual  funds  and  processing  for  governmental 
escheatment  proceedings. 

ACS  also  offers  a variety  of  ancillary  services 
and  products  to  smaller  financial  institutions 
to  enable  them  to  compete  with  larger 
financial  institutions.  These  services  and 
products  include  voice-response  access 
banking,  safe  deposit  box  accounting,  cash 
management  services,  imaging  services  and 
optical  disk/report  recall  and  on-line  reports. 

ACS  Merchant  Services,  formed  in  September 
1995,  functions  as  a full-service  processor  of 
credit  and  debit  bank  card  transactions  for 
merchant  and  agent  banks.  These  services 
include  terminal  software  applications  for 
retail,  lodging,  restaurant  and  other  types  of 
businesses.  ACS  Merchant  Services  also 
provides  full  help  desk  services  for  both 
hardware  and  settlement  problems, 
chargeback  assistance  and  customer  PCS 
solutions.  There  are  currently  seven  bank 
customers. 

As  of  June  30,  1995,  data  processing 
outsourcing  services  were  provided  to  more 
than  600  financial  institutions  and  other 
customers.  Of  these  customers,  more  than  100 
received  full  processing  services,  more  than 
350  received  back-office  processing  services. 


Page  8 of  12 


©INPUT  1996.  Reproduction  prohibited. 


Affiliated  Computer  Services,  Inc. 

March  1996 


INPUT  Vendor  Profile 


approximately  30  received  securities 
processing  services,  and  more  than  120 
received  software  maintenance  support. 

Contract  examples  include  the  following: 

• In  December  1995,  ACS  was  awarded  a 
multimillion-dollar  transitional  outsourcing 
contract  with  GATX  Capital  Corp.  to  support 
GATX’s  transition  from  legacy  systems  to 
SAP’s  R/3  chent/server  environment. 

• In  September  1995,  ACS  announced  an 
outsourcing  agreement  with  Extebank  to 
provide  account  processing,  back-office 
support  and  ATM  processing  services  from 
ACS’  Woodbury  (NY)  data  center.  Extebank. 
based  in  Hauppauge  (NY)  is  a subsidiary  of 
Banco  Exterior  de  Espana. 

EFT  Transaction  Processing  Services 

ACS  engages  in  EFT  transaction  processing 
both  as  a third-party  processor  for  financial 
institutions  and  retailers  and  on  its  own 
behalf 

ACS’  MoneyMaker'’*^*  ATM  Network,  one  of 
the  largest  proprietary  ATM  networks  in  the 
U.S.,  is  used  to  process  electronic  funds 
transfers  (EFTs). 

• MoneyMaker  is  a Tandem-based  product 
featuring  fault-tolerant  connectivity  of  ATM 
and  POS  devices.  MoneyMaker  is  fully 
interfaced  to  ACS’  banking  systems, 
permitting  update  of  account  balance 
information  files. 

• Tbe  network  encompasses  more  than  4,625 
ATMs  throughout  the  U.S.  owned  or 
managed  by  ACS.  Each  month,  the 
MoneyMaker  network  processes  more  than 
10  million  transactions  and  provides 
connections  to  all  the  major  national 
networks. 


• In  a typical  ATM  transaction  processed  by 
ACS,  a debit  or  credit  cardholder  inserts  a 
card,  which  is  issued  by  the  cardholder’s 
financial  institution  (card  issuer),  into  an 
ATM  to  withdraw  funds,  obtain  a balance 
inquiry,  or  transfer  funds.  The  transaction 
is  routed  from  the  ATM  to  ACS’  data  center, 
where  the  card  issuer  is  identified  by  the  ID 
number  on  the  card’s  magnetic  strip.  If  ACS 
maintains  the  card  issuer’s  account  balance 
information  files,  ACS  authorizes  or  denies 
the  transaction.  If  ACS  does  not  maintain 
the  card  issuer’s  account  balance 
information  files,  the  transaction  is  switched 
to  the  card  issuer  or  its  designated  processor 
for  authorization.  Once  authorization  is 
received,  it  is  routed  back  to  the  ATM  and 
the  transaction  is  completed. 

• As  of  June  30,  1995,  ACS  had  one  million 
card  accounts  for  303  financial  institution 
customers  located  in  Arkansas,  Ilhnois, 
Louisiana,  Mississippi,  New  Mexico  and 
Texas. 

• MoneyMaker  processing  contracts  generally 
provide  for  an  initial  term  of  three  to  five 
years  and  automatically  renew  unless  notice 
of  non-renewal  is  given.  Charges  for 
services  are  based  primarily  on  the  volume 
of  transactions  processed  and  are  collected 
daily.  Certain  charges  are  paid  monthly. 

• MoneyMaker  ATMs  owned  by  ACS  are 
generally  located  in  retail  locations  such  as 
convenience  stores  and  grocery  stores.  ACS 
typically  signs  three-  to  seven-year  contracts 
with  retailers  for  the  right  to  place  ATMs  in 
retail  store  locations.  In  exchange,  ACS 
pays  the  retailer  a share  of  the  transaction- 
based  fee  revenue.  As  of  June  30,  1995,  ACS 
had  1,257  ATMs  in  retail  locations 
throughout  nine  states.  Retailers  include 
Target,  Walgreens,  Wal-Mart  and  7-Eleven 
stores. 
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• ACS  also  offers  low-cost  ATMs  (CashMaker) 
to  retailers  with  lower  transaction  volumes. 
The  ATMs  are  either  owned  or  rented  hy  the 
retailer.  As  of  June  30,  1995,  approximately 
1, 100  of  these  ATMs  had  been  installed  in 
retail  sites  in  more  than  25  states,  of  which 
approximately  1,000  are  owned  by  retaders. 

Contracts  include  the  following: 

• In  October  1995,  ACS  was  awarded  a five- 
year  services  agreement  with  Card  Capture 
Services,  Inc.  (CCS),  whereby  more  than  450 
ATMs  wdl  join  the  MoneyMaker  network. 

• In  September  1995,  ACS  formed  an  alliance 
with  Integrated  Delivery  Technologies,  Inc. 
(IDT),  whereby  ACS  will  provide  ATM 
processing  services  for  IDT’s  Cartel  Network 
customers.  IDT/Cartel  is  a national  ATM 
network  for  supermarkets. 

• ACS  has  a new  ten-year  ATM  contract  with 
Southland  for  all  its  corporate  7-Eleven 
stores  in  Texas. 

• Other  EFT  clients  include  Albertson’s, 
Minyard  Food  Stores  and  Kroger. 

ACS  provides  ATM  maintenance  services  to 

approximately  265  customers,  63  of  which  are 

also  EFT  processing  customers. 

• As  of  June  30,  1995,  ACS’  101  technicians 
maintained  almost  2,000  ATM  terminals  of 
various  types  in  20  states. 

• ATM  maintenance  contracts  generally  have 
a minimum  initial  term  of  three  years. 

• ACS  provides  armored  car  services  for  ATM 
cash  replenishment  by  subcontracting  with 
major  armored  car  companies. 

ACS  provides  electronic  benefit  transfer  (EBT) 

transaction  processing  services  to 


governmental  agencies  through  its  subsidiary, 
ACS  Government  Services,  Inc.  EBT  services 
deliver  welfare  and  other  government  benefits 
electronically  using  a debit-like  card,  rather 
than  by  check  or  other  printed  vouchers. 

Image  Management  Services 

Through  its  Dataplex  subsidiary,  ACS  offers 
services  that  convert  customer  data  onto 
suitable  media,  stores  such  data  in  a secure 
environment,  and  retrieves  archived  data. 
Dataplex  also  sells  a variety  of  imaging 
equipment  and  supphes. 

Dataplex  receives  customer  information  in  a 
variety  of  media,  such  as  paper,  microfilm, 
computer  tape,  or  optical  disk. 

• Upon  receipt,  the  information  is  either 
duplicated  or  converted  into  another 
medium  and  then  the  information  is 
returned  to  the  customer  in  the  desired 
medium. 

• In  many  instances,  a copy  of  the  information 
is  stored  at  ACS’  records  storage  and 
retrieval  facility  in  Flora  (MS). 

• Image  management  services  are  provided 
through  37  service  centers  in  18  states. 

• Services  are  generally  priced  based  on  the 
volume  of  information  and  images 
(document  pages,  COM  frames,  microfilm 
rolls)  processed,  stored,  or  retrieved. 

Services  are  generally  provided  under  one- 
year  renewable  contracts,  with  the  exception 
of  major  accounts,  which  operate  under 
multiyear  contracts  with  initial  terms  of 
three  years. 

• Dataplex  currently  provides  services  and 
products  to  more  than  12,000  customers 
nationwide.  Financial  institution  customers 
represent  about  50%  of  Dataplex’s  customer 
base. 
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In  late  1995,  Dataplex  signed  a $2.5  milUon 
systems  integration  contract  with  The 
Psychological  Corp.  (TPC)  to  develop  an 
image-enabled  workflow  system  to  automate 
TPC’s  student  test  scoring  process. 

Data  Centers 

ACS’  outsourcing,  EFT  and  image 
management  services  are  provided  through 
ACS’  extensive  national  data  and  service 
center  network,  which  consists  of  two  host 
data  centers,  12  remote  data  centers  and  37 
image  management  service  centers,  as  weU  as 
an  extensive  telecommunications  network. 

• ACS’  multiplatform  host  data  centers  in 
Dallas  and  Santa  Clara  have  a combined 
processing  capacity  of  more  than  1,600 
MIPS. 

• Hardware  and  systems  software  platforms 
currently  operated  by  ACS  include  a range 
of  on-line  IBM  MVS,  IBM  DOS,  IBM  VM, 
IBM  AS/400,  Digital,  Tandem/Guardian  and 
UNIX  processing  environments. 

• Remote  processing  centers  are  in  Boston 
(MA);  New  York,  Pearl  River,  Woodbury  and 
Utica  (NY);  New  Orleans  and  Baton  Rouge 
(LA);  and  Austin.  Ft.  Worth,  Houston  (2)  and 
Waco  (TX). 

Professional  Services 

Through  The  Systems  Group  (TSG),  ACS 
provides  consulting,  programming  and 
technical  support  services.  Services  are 
generally  performed  on  an  hourly  rate  basis  to 
a changing  client  base  under  short-term 
contracts. 

Clients 

As  of  June  30,  1995,  ACS  had  more  than  700 
outsourcing  customers  (of  which 
approximately  220  were  commercial 
customers),  more  than  120  software 


maintenance  customers,  345  EFT  processing 
customers,  and  more  than  12,000  image 
management  customers. 

Marketing  and  Sales 

ACS  markets  its  services  and  products 
primarily  through  separate  sales  forces 
located  throughout  the  U.S. 

As  of  June  30,  1995,  ACS’  sales  force  included 
37  sales  representatives  for  outsourcing 
services,  7 sales  representatives  for  EFT 
transaction  processing  services,  and  72  sales 
representatives  for  image  management 
services. 

Alliances 

ACS  has  a range  of  alliances  with  various 
vendors,  including  the  following; 

• In  February  1996,  Dataplex  and  FileNet 
announced  a document  services  outsourcing 
aUiance  whereby  FileNet  and  Dataplex  will 
jointly  market  and  deliver  outsourced 
document  solutions. 

• In  December  1995,  ACS  and  Affinity 
Technology  Group  announced  a value-added 
remarketing  agreement  whereby  ACS  will 
remarket  Affinity’s  automated  loan 
machines  to  current  and  future  customers  of 
ACS’  MoneyMaker  ATM  network. 

• In  June  1995,  ACS  entered  into  a National 
Implementation  Partner  agreement  with 
SAP  America.  Under  the  agreement,  ACS 
will  work  with  selected  SAP  customers 
throughout  their  transition  to  the  R/3 
client/server  system.  ACS  will  outsource  the 
customers’  existing  legacy  systems  and 
provide  help  desk  and  other  support 
services. 

• In  June  1995,  ACS  announced  a joint  ATM 
marketing  agreement  with  Fleming 
Companies,  Inc.  whereby  Fleming  will 
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market  ACS’  processing  services  (including 
transaction  authorization  and  hardware 
reselling)  to  Fleming’s  retail  customers. 
Fleming  is  a leading  food  marketing  and 
distribution  company. 

• In  August  1994,  ACS  entered  into  a ten-year 
software  license  with  Computer  Associates, 
making  all  of  CA’s  mainframe  systems 
available  to  ACS  and  allowing  ACS’ 
outsourcing  customers  to  operate  these 
products  under  ACS’  license.  ACS  is  also  a 
reseller  of  CA’s  Unicenter  client/server 
software. 


Competition 

ACS’  competitors  include  the  following: 

• Outsourcing — EDS,  IBM  ISSC,  CSC  and 
FIserv 

• EFT  processing — ^EDS,  Deluxe  Data 
Corporation,  FIserv,  certain  regional  ATM 
networks,  large  financial  institutions  and 
other  third-party  processors 

• Image  management — ^First  Image  (a  division 
of  First  Financial  Management/First  Data 
Corporation),  Anacomp,  and  numerous  small 
to  medium-sized  local  and  regional  firms. 
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Chairman  & CEO: 
President  & COO: 
Status: 


Darwin  Deason 
Charles  M.  Young 
Private  Corporation 
2,500 
$227,000,000 
6/30/93 


2828  North  Haskell 
P.O.  Box  219002 
Dallas,  TX  75204 


Total  Employees: 
Total  Revenue: 


Phone:  (214)841-6111 
Fax:  (214)823-1155 


Fiscal  Year  End: 


Key  Points 


The  mission  of  Affiliated  Computer  Services,  Inc.  (ACS)  is  to 
remain  a leading  provider  of  data  services  and  solutions  to  financial, 
commercial  and  government  institutions. 

In  December  1992,  ACS  acquired  an  additional  63%  interest  in 
Dataplex  Corporation,  bringing  its  ownership  in  Dataplex  to  96%. 

ACS  expanded  its  product  and  service  offerings  to  the  health  care 
industry  with  the  June  1993  acquisition  of  National  Healthtech 
Corporation. 

ACS  continues  to  remain  strong  in  MVS/transitional 
outsourcing/legacy  migration  services,  an  area  of  expertise  in  ACS' 
commercial  business. 
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Company 

Description 


ACS  provides  a broad  range  of  information  processing  services  to 
financial,  commercial  and  government  institutions  operating  in  time- 
sensitive  businesses. 


The  company  has  three  principal  lines  of  business:  Financial 
Services,  Commercial  Services  and  Records  Management. 

Services  include  data  processing,  network  management  services, 
systems  integration,  electronic  funds  transfer,  electronic  benefits 
transfer  processing,  facilities  management,  automated  teller  machine 
(ATM)  support  and  maintenance  and  records  management  services. 

ACS  also  provides  business  forms  and  office  products  through 
Precept,  a wholly  owned  subsidiary. 


Strategy  ACS's  strategy  is  to  generate  recurring  revenue  by  developing  long- 

term relationships  with  customers  that  outsource  information 
processing  and  records  management  services. 


Financials 


ACS's  revenue  for  the  fiscal  year  ending  June  30,  1993  reached  $227 
million,  a 27%  increase  over  fiscal  1992  revenue  of  $179  million.  In  the 
four-year  summary  that  follows,  results  for  fiscal  1993  include  the 
operations  of  Dataplex  Corporation  from  the  date  of  its  acquisition  in 
December  1992. 


AFFILIATED  COMPUTER  SERVICES,  INC. 
FOUR-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

6/93 

6/92 

6/91 

6/90 

Revenue 

■ Percent  increase 

$227 

$179 

$157 

$125 

from  previous  year 

27% 

14% 

26% 

73% 

ACS  management  attributes  revenue  growth  in  fiscal  1993  to  strong 
growth  in  all  sectors  and  the  effect  of  the  Dataplex  acquisition. 


Market 

Financials 


Approximately  45%  of  ACS's  revenue  is  derived  from  Financial 
Services,  43%  from  Commercial  Services  and  12%  from  Records 
Management. 
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Geographic 

Markets 

Virtually  100%  of  ACS's  revenue  is  derived  from  the  U.S. 

ACS,  headquartered  in  Dallas,  has  offices  in  thirty  states,  including 
Texas,  Alabama,  Arizona,  Arkansas,  California,  Colorado,  Connecticut, 
Florida,  Georgia,  Hawaii,  Illinois,  Indiana,  Iowa,  Kentucky,  Louisiana, 
Maryland,  Massachusetts,  Minnesota,  Mississippi,  Missouri,  Nebraska, 
New  Mexico,  New  Jersey,  New  York,  Oklahoma,  Oregon, 

Pennsylvania,  Tennessee  and  Virginia. 

ACS  has  host  data  centers  in  Dallas  and  Waco  (TX),  New  York  (NY), 
Boston  (MA)  and  Santa  Clara  (CA).  Additional  remote  centers  are 
located  in  Austin,  Houston  and  San  Antonio  (TX);  Chicago  (IL); 
Miami  and  Jacksonville  (FL);  and  New  Orleans  (LA). 

Operations/ 

Structure 

ACS's  business  segments  are  Commercial  Services,  Financial  Services, 
Records  Management  (Dataplex  Corporation)  and  Business  Forms 
(Precept). 

Employees 

As  of  June  1993,  ACS  had  2,400  employees.  The  company  currently 
has  approximately  2,500  employees. 

Acquisitions 

Acquisitions  made  by  ACS  include  the  following: 

• The  Montgomery-Ryland,  Inc.  (MRI)  and  Software  Technology 
Services,  Inc.  (STS)  units  of  National  Healthtech  Corporation 
(Fountain  Valley,  CA),  systems  integrators  and  facilities 
management  providers  for  the  health  care  industry  (June  1993) 

• Dataplex  Corporation,  an  information  and  image  management 
company,  based  in  Jackson  (MS),  with  over  9,000  customers  (33% 
acquired  in  January  1990;  63%  acquired  in  December  1992) 

• Financial  & Securities  Services  (formerly  CIC/DISC),  a New  York- 
based  provider  of  outsourcing  services  to  commercial  banks  in  the 
Northeast  (October  1991) 

■ ACS  National  Systems  (formerly  CSX  National  Systems),  the  data 
processing  unit  of  CSX  Corporation  (January  1991) 

• OBS  Companies,  Inc.,  a San  Francisco-based  provider  of  utility 
processing  services  to  commercial  users  (November  1989) 
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Key  Products 
and  Services 


Financial 

Services 


INPUT  estimates  ACS's  fiscal  1993  revenue  was  derived  approximately 
as  follows; 


Processing  services 
(includes  EFT,  POS,  testbed, 
compute  utility  processing, 
value-added  services,  EBT) 

20% 

Systems  operations 
(includes  long-term  processing/ 
facilities  management) 

45% 

Systems  integration 

10% 

Professional  services 
(includes  custom  development 
and  consulting) 

5% 

Applications  software 

5% 

Records  management 

12% 

Equipment  maintenance 

3% 

100% 

ACS  Financial  Services  provides  a range  of  processing  services  to 

financial  and  government  institutions  through  five  business  units  as 

follows: 

• Core  Data  Processing 

• EFT  Processing 

• Securities  Processing 

• Hardware  Field  Services 

• Electronic  Benefits  Transfer 

Core  Data  Processing: 

Included  in  Core  Data  Processing  Services  are  three  product 

\\nts— Advantage,  Dimension  4000  and  Premier. 

• Advantage  is  ACS's  on-line  processing  service  for  banks  that  offers  a 
range  of  fully  integrated  banking  applications,  integrated  deposits, 
certificates  of  deposit,  IRAs,  installment  loans,  commercial  loans, 
retail  lending,  mortgage  loans,  PC  teller  support,  customer  service, 
customer  information  files  and  general  ledger. 
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• Dimension  4000  provides  custom-designed  applications  using 
Kirchman  Corporation's  Dimension  product  line. 

• Premier  Platform  is  a multivendor  "big  bank"  processing  platform 
based  on  software  from  Hogan  Systems  and  Shaw. 

Back  Office  Support  Services  (BOSS)  are  offered  through  the  ACS 
network  of  data  centers.  These  services  complement  the  Core  Data 
Processing  offerings.  Services  include  bulk  filing,  statement 
preparation,  microfilming,  item  capturing,  lockbox  and  remittance 
processing,  proof  encoding  and  deposit  services  and  return-item 
processing. 

ACS  provides  a variety  of  ancillary  services  that  complement  its  core 
processing  systems.  Some  are  developed  and  supported  in-house,  while 
others  are  provided  through  alliances  with  third-party  suppliers.  These 
services  include  Voice  Response  Banking,  On-Line  Report  Recall, 

Cash  Management/Small  Business  Services,  CRA/HMDA  Reporting, 
Safe  Deposit  Box,  Asset  Liability  Management  System,  Electronic 
Office,  Signatures  On-Line  and  ACH  Origination. 

Electronic  Funds  Transfer  Services: 

ACS  uses  its  MoneyMaker™  ATM/POS  product  to  process  its  clients' 
electronic  funds  transfer  (EFT)  requirements. 

• MoneyMaker  is  a Tandem-based  product  featuring  fault  tolerant 
connectivity  of  ATM  and  POS  devices.  MoneyMaker  is  fully 
interfaced  to  ACS's  banking  systems. 

• The  on-line,  real-time  interface  between  MoneyMaker  and 
Dimension  4000,  Advantage,  and  Premier  allows  banks'  customers  to 
process  their  ATM  and  POS  transactions  using  actual  account 
balances. 

• MoneyMaker  also  offers  surcharging,  an  integrated  card  production 
and  management  system,  on-line  hot  and  warm  carding  and  instant 
issue  capabilities.  Data  encryption  and  on-line  monitoring  control 
with  strict  compliance  with  Regulation  E and  Reporting  are  also 
provided. 

• The  EFT  system  features  1,900  ATMs  directly  connected  to  ACS's 
nonstop  Tandem  Computers,  24-hour/7-day  network  monitoring  and 
dispatch,  all  vendor  ATM  support  and  single-  and  multiple-account 
access  capabilities.  The  system  is  based  on  the  proven  Tandem/ ACF 
BASE  24  production  environment  with  full  regulatory  compliance. 
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• The  MoneyMaker  network  links  to  VISA,  MasterCard,  American 
Express,  CIRRUS,  PLUS,  Discover,  Pulse,  Gulfnet,  Exchange, 
Master  Teller,  Express  Cash  and  other  regional  networks. 

■ ACS  currently  provides  full-service  EFT  processing  to  a range  of 
clients-from  banks  to  supermarkets-located  across  the  nation. 
Customer  size  ranges  from  $2  million  to  multibillions  in  assets. 

ACS  also  offers  the  Tidel  AnyCard  ATM  system,  a script  terminal 
featuring  timed  access  cash  controllers. 

Retail  point-of-sale  (POS)  services  include  credit  and  debit 
authorization,  electronic  draft  capture,  ACH  debit,  check  verification 
and  reporting  and  settlement. 

Securities  Processing  Services: 

ACS  Financial  and  Securities  Services  provides  specialized  processing 
to  the  financial  community.  Applications  offered  include: 

• MF2000,  Mutual  Fund  Sales  System  and  Fulfillment  System 

• LP2000,  Limited  Partnership  System 

• TA2000,  Transfer  Agent  System  and  Services 

• CR2000,  Corporate  Reorganization  System 

• The  division  also  offers  proof/audit  controls,  proxy  systems,  a 
Chapter  11  System,  and  escheatment. 

Hardware  Field  Services: 

ACS/Field  Electronics  is  a third  party  maintenance  company  that 
provides  first-  and  second-line  hardware  maintenance,  including  board- 
level  repair  on  ATM  devices,  including  MoneyMaker  network's  ATMs. 

This  maintenance  includes  electrical,  electronic,  and  mechanical 
repairs,  as  well  as  preventative  maintenance  (cleaning,  adjustment  and 
lubrication  of  all  components). 

Maintenance  is  provided  for  all  major  brands  of  ATMs-Burroughs, 
Docutel,  Diebold,  IBM,  NCR  and  Fujitsu. 

ACS/Field  Electronics  also  provides  cash  replenishment  services. 

ACS/Field  Electronics  operates  in  14  states.  Among  its  customers  are 
banks,  credit  unions,  savings  and  loans  and  retail  chain  stores. 
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Commercial 

Services 


Electronic  Benefits  Transfer  Services: 

ACS  currently  provides  full-service,  on-line  electronic  benefits  transfer 
(EBT)  processing  services  for  government  agency  programs  such  as 
Food  Stamps,  Aid  to  Families  with  Dependent  Children, 
Unemployment  Insurance,  Medicaid,  Child  Support,  Social  Security, 
Supplemental  Security  Income  and  General  Public  Assistance. 

ACCEPT,  ACS's  electronic  benefit  distribution  system,  permits 
electronic  delivery  of  cash  and  medical  services  benefits  through 
ATMs,  POS  and  debit/credit  terminals,  or  by  direct  deposit  into 
individual  accounts. 

The  ACCEPT  PLUS  program,  announced  in  June  1990,  incorporates 
the  placement  of  electronic  terminals  at  retail  checkout  lanes  in 
conjunction  with  consumer  payment  transaction  processing  and 
settlement  services.  The  program  supports  both  Commercial  Services 
and  EBT  transactions. 


ACS  Commercial  Services  provides  a range  of  systems 
operations/facilities  management,  MVS/transitional 
outsourcing/legacy  migration,  processing,  systems  integration  and  other 
support  services  to  commercial  users. 

• Industries  served  are  distribution,  retail,  government,  manufacturing, 
forest  products,  transportation,  energy,  software  vendors, 
communications,  publishing  and  health  care. 

• Commercial  Services  targets  its  services  to  clients  whose  decisions 
are  based  on  confmuing  shortage  of  information  technology  and 
business  professionals;  continuing  trends  toward  mergers  and  the 
resulting  emphasis  on  information  systems  cost-cutting;  continuing 
desire  to  keep  up  with  technological  changes  while  differentiating 
their  company  from  the  competition;  divestitures  of  business  units 
formerly  tied  to  corporate  parent  data  centers;  responses  to  the 
rapid  globalization  of  business  with  its  evolving  structures;  industry 
slumps  forcing  right-sizing;  business  needs  requiring  concentration 
on  core  business;  and  improving  return  on  equity. 

Commercial  Services  is  divided  into  two  regions-Central  Region  and 
Western  Region.  Central  Region  is  headquartered  in  Dallas  and 
Western  Region  is  located  in  Santa  Clara  (CA).  Western  Region 
includes  National  Healthtech  Corporation. 
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Central  Region: 

Products  and  services  of  Commercial  Services  Central  Region  include: 

• Systems  integration 

■ Facilities  management 

• Data  services  Outsourcing  (utility  processing),  using  the  ACS 
Compute  Utility 

• Value-added  services,  with  a range  of  specific  applications  software 
for  the  telecommunications  and  transportation  industries 

• Communications  network,  providing  both  terrestrial  and  satellite 
data  network  capabilities  throughout  the  contiguous  U.S.,  Canada 
and  Hawaii 

■ Data  capture  and  back-office  support,  including  volume  off-line  data 
capture  services 

• Client/server  support,  through  strategic  relationships  with  other 
providers 

• Account  management,  where  Account  Managers  act  as  coordinators 
between  ACS  and  clients,  participating  in  strategic  planning  and 
consulting 

Western  Region: 

The  Commercial  Services  Western  Region  has  a different  emphasis 

from  the  Central  Region  and  provides  he  following  services: 

• Outsourcing,  offering  full  utility  processing  services  to  a range  of 
industries,  including  financial  services,  telecommunications,  retail 
services,  direct  marketing,  transportation  and  health  care 

• Soft\^'are  development,  offering  remote  computer  access  to 
developers  of  IBM  mainframe  software  packages 

• TestBed  9600,  affording  data  communications  developers  and  testers 
an  opportunity  to  access  an  IBM  mainframe  environment  with  non- 
IBM  communications  equipment  (terminals,  controllers  and  PCs) 

• Direct  marketing,  WYLBUR  and  EFT  services 
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Records 

Management 


Health  Care  Systems: 

ACS  acquired  National  Healthtech  Corporation  (NHC)  and  its 

subsidiaries  Montgomery-Ryland,  Inc.  (MRI)  and  Software  Technology 

Services,  Inc.  (STS)  in  June  1993. 

NHC  provides  Management  Information  Systems  to  45  hospitals,  two 

HMOs  and  20  physician  practices.  These  Management  Information 

Systems  include: 

• Information  Management  Services,  including  facilities  management 
of  all  data  center  operations,  outsourcing  of  data  center  operations 
and  project  management  services 

• Systems  Integration  Services,  including  application  systems 
installation  and  interfacing  and  development  of  executive 
information  systems 

• Consulting  Services,  including  long-range,  strategic  MIS  planning, 
hardware  and  software  vendor  selection,  EDP  site  audits  and  - 
JCAHO  compliance 

• Business  Services,  including  total  physician  practice  management 
and  physician  patient  billing 


Through  Dataplex  Corporation,  ACS  provides  a range  of  products  and 
services,  including  contingency  planning  and  disaster  recovery, 
document  conversion,  data  output  management  and  conversion, 
microfilm  processing  and  duplication,  vital  record  protection 
(encompassing  all  media  types),  document  retrieval,  information 
consulting  and  system  design,  media  supplies  and  specialty  equipment. 

Contingency  planning  and  disaster  recovery  services  include: 

• Datasurance,  an  integrated  plan  to  provide  a total  program  for 
information  management,  capture,  protection  and  retrieval  of  vital 
records 

• TRAC,  a product  financial  institutions  use  to  manage  the  protection, 
and  retrieval  of  daily  transactions  through  image  management 

• Dataplan,  an  institution-wide  planning  service  for  financial 
institutions 
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Computer 

Hardware 


Document  management  and  conversion  services  include: 

• Computer-aided  retrieval  of  information  stored  on  any  media 

• Document  conversion  of  paper  files  to  microform  or  electronic 
image  formats  on-  or  off-site 

• Datatrac,  a PC-based  computer-aided  retrieval  product 
Data  imaging  (COM)  services  include: 

• Computer  output  microfilm  (COM) 

• DataCOM,  a data  acquisition  service  that  provides  total  data 
security  during  creation  or  transfer  of  magnetic  media 

• COM/DIR/ector,  a complement  to  DataCOM  providing  client 
control  and  added  flexibility 

Archival  media  storage,  protection  and  retrieval  is  provided  through 
Dataplex's  Southern  Vital  Record  Center  (SVRC),  a 600-acre 
maximum  security  facility  with  61  underground  vaults  for  storing  and 
protecting  vital  records. 

Media  processing  and  duplication  is  offered  through  Dataplex's 
Microimage  Management  System,  a turnkey  system  supporting  all 
phases  of  the  micrographics  cycle. 

Information  consulting  and  systems  design  services  provided  by 
Dataplex  include  records  management  consulting  and  support  in 
developing  and  implementing  records  retention  programs  for  paper- 
based  filing  systems. 

Dataplex  also  sells  value-added  media  supplies  and  specialty 
equipment  from  Kodak  and  Minolta. 


ACS  leverages  the  hardware  of  its  Compute  Utility,  the  data  center 
resources  of  ACS,  in  providing  data  services,  facilities  management  and 
value-added  outsourcing  services.  ACS  has  systems  from  IBM, 
Hewlett-Packard,  Amdahl,  DEC,  Sequent  and  Tandem  installed.  LAN 
and  WAN  support  is  also  provided. 

ACS  has  host  data  centers  in  Dallas  and  Waco  (TX),  New  York  (NY), 
Boston  (MA)  and  Santa  Clara  (CA).  Additional  remote  centers  are 
located  in  Austin,  Houston,  and  San  Antonio  (TX);  Chicago  (IL); 
Miami  and  Jacksonville  (FL);  and  New  Orleans  (LA). 
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Marketing 
and  Sales 

ACS  markets  its  products  and  services  through  its  direct  sales  force  of 
approximately  100. 

Competitors 

ACS's  major  competitors  include  Electronic  Data  Systems,  IBM/ISSC, 
FIserv  and  Computer  Sciences  Corporation. 

INPUT 

Assessment 

Key  challenges  for  ACS  include: 

• Making  the  transition  from  a utility/facilities  management  processor 
to  a value-added  outsourcer 

• Differentiating  itself  from  a significant  number  of  large  competitors 
in  the  banking  and  finance  and  health  care  industries 

• Continuing  to  build  on  functional  outsourcing  opportunities, 
including  its  MoneyMaker  ATM  and  EFT  customer  base  of  retailers 
and  entertaimnent  industry  customers 

The  aggressive  acquisition  of  companies  has  positioned  ACS  to  expand 
into  various  vertical  industries  and  to  bid  on  larger  contracts  against  its 
major  competitors. 

• ACS  has  positioned  itself  in  the  health  services  market  with  the 
acquisition  of  National  Healthtech.  INPUT  believes  the  potential 
for  outsourcing  in  the  health  services  market  is  only  beginning  to  be 
realized  as  the  nation  focuses  on  providing  health  care  to  all  citizens 
at  a reasonable  cost.  INPUT  estimates  the  outsourcing  market  for 
health  services  will  grow  from  $1.2  billion  in  1993  to  more  than  $2.3 
billion  by  1998-a  CAGR  of  13%. 

• ACS  continues  to  target  financial  services  applications  which 
generate  about  45%  of  total  revenue.  Its  three  financial  software 
products-zlrfvantage,  Dimension  4000  and  Premier  Platform— provide 
ACS  with  a great  deal  of  flexibility  in  providing  services  to  banks. 
INPUT  estimates  the  outsourcing  market  for  financial  services  will 
grow  from  $2.9  billion  in  1993  to  more  than  $6.3  billion  by  1998-a 
CAGR  of  17%. 

ACS  is  positioning  itself  as  an  outsourcing  vendor  able  to  offer  a broad 
range  of  services,  including  records  management.  This  may  gain  ACS 
add-on  business  with  existing  clients  as  well  as  demonstrating  the 
experience  needed-to  attract  new  clients. 
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AFFILIATED  COMPUTER 
SERVICES,  INC. 


Chairman  & CEO: 
President  & COO: 
Status: 


Darwin  Deason 
Charles  M.  Young 
Private  Corporation 
1,400 
$176,900,000 
6/30/92 


2828  North  Haskell 
P.O.  Box  219002 
Dallas,  TX  75204 


Total  Employees: 
Total  Revenue: 


Phone:  (214)841-6111 


Fiscal  Year  End: 


Key  Points 


• Affiliated  Computer  Services'  (ACS's)  strategy  is  to  remain  a leader 
in  full-service  outsourcing  and  data  processing  by  delivering  quality 
products  and  services  to  the  finance,  government,  and  commercial 
markets. 

• ACS  has  made  a pronounced  sales  effort  over  the  past  12  to  18 
months  and,  as  a result,  has  added  significantly  to  its  commercial 
account  list. 

■ The  purchase  of  CIC/DISC,  an  outsourcing  firm  based  in  New  York 
City,  extends  ACS's  financial  services  presence  into  the  Northeast. 

• The  aggressive  acquisition  of  companies  has  prepared  ACS  to  bid  on 
larger  contracts  against  its  major  competitors-Electronic  Data 
Systems  and  IBM. 
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Company 

Description 

ACS  provides  a full  range  of  transaction  processing  and  systems 
operations  services  to  financial,  commercial,  and  government 
institutions. 

• Services  include  remote  computer  processing,  electronic  funds 
transfer,  electronic  benefits  transfer,  on-site  facilities  management, 
user  help  desk  support,  automated  teller  machine  (ATM)  support 
and  maintenance,  and  financial  and  security  services. 

’ ACS's  ancillary  services  include  business  forms  (through  ACS's 
Precept  division)  and  data  storage,  retrieval,  disaster  recovery,  and 
contingency  planning  services  (offered  through  Dataplex 
Corporation,  a 33%  owned  affiliate  of  ACS). 

ACS  Investors,  Inc.  acts  as  the  parent  holding  company  for  ACS. 

In  July  1992,  ACS  Investors  formed  a new  subsidiary- ACS  Capital- 
designed  to  make  equity  investments  in  corporations  that  outsource 
their  data  processing  operations  with  ACS. 

Company  History 

ACS  was  formed  in  July  1988  as  Affiliated  Computer  Systems  by 
Darwin  Deason  with  the  purchase  of  the  electronic  funds  transfer 
(EFT)  and  data  processing  subsidiaries  of  a large  Dallas-based 
financial  institution. 

■ The  acquisition  included  MoneyMaker,  one  of  the  largest  off- 
premise  ATM  networks  in  the  country;  electronic  benefits  transfer 
services  provided  to  government  and  health  care  agencies;  and  a 
data  processing  operation  supporting  Gibraltar  Savings  and  First 
Texas  Savings. 

Acquisitions 

ACS  has  since  made  the  following  acquisitions: 

• Financial  & Securities  Services  (formerly  CIC/DISC),  a New  York- 
based  provider  of  outsourcing  services  to  commercial  banks  in  the 
Northeast  (October  1991) 

• ACS  National  Systems  (formerly  CSX  National  Systems),  the  data 
processing  unit  of  transportation  company  CSX  Corporation 
(January  1991) 

• A 33%  equity  interest  in  Dataplex  Corporation,  provider  of 
information  and  image  capture,  data  storage  protection,  and 
retrieval  services  to  financial  institutions  (January  1990) 
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• OBS  Companies,  Inc.,  a San  Francisco-based  provider  of  mainframe 
utility  processing  services  (November  1989) 

• Computab,  a Honolulu-based  processing  company  (June  1989) 

• First  Independent  Computers,  Inc.,  an  Abilene-based  credit  card 
processing  company  (February  1989) 

• Electronic  Data  Management  Corporation,  a Dallas-based  provider 
of  custom  applications  softweu'e  and  interactive  services  to 
commercial  airlines,  long  distance  carriers,  and  operator-assisted 
telephony  industries  (December  1988) 

• MICR  Specialty  of  Houston,  provider  of  back-office  support  services 
to  banks  and  thrifts  in  the  Southwest  (November  1988) 

In  order  to  streamline  its  operations,  during  1991  ACS  consolidated  its 

various  acquisitions/subsidiaries  under  a single  operating  unit- 

Affiliated  Computer  Services,  Inc. 


Financials  ACS's  revenue  for  the  fiscal  year  ending  June  30,  1992  reached  $176.9 

million,  a 13%  increase  over  fiscal  1991  revenue  of  $157.2  million.  In 
the  four-year  summary  that  follows,  results  do  not  include  the 
operations  of  Dataplex  Corporation  (which  is  33%  owned  by  ACS): 


AFFILIATED  COMPUTER  SERVICES,  INC. 
FOUR-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

6/92 

6/91 

6/90 

6/89 

Revenue 

$176.9 

$157.2 

$125.2 

$72.5 

• Percent  increase 
from  previous  year 

13% 

26% 

73% 

N/A 

Competitors  ACS’s  major  competitors  include  IBM  and  Electronic  Data  Systems. 
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Key  Products  and 
Services 


Approximately  45%  of  ACS's  revenue  is  derived  from  processing 
services  and  45%  from  systems  operations  (outsourcing).  The 
remaining  10%  of  revenue  is  derived  from  shared  hub  satellite 
transmission  services,  business  forms  and  supplies,  and  government 
contracts. 

Financial  Processing  Services: 

ACS  provides  a range  of  processing  services  in  support  of  front-  and 
back-office  banking,  electronic  funds  transfer,  and  retail  point-of-sale 
applications. 

• Through  Financial  and  Securities  Services  (formerly  CIC/DISC), 
ACS  provides  corporate  reorganization,  escheatment  and  Chapter 
11  processing,  transfer  agent  services,  mutual  fund  sales  and 
fulfillment,  and  partnership/investor  services. 

• ACS  also  operates  the  MoneyMaker  network,  the  largest  off- 
premise  ATM  network  in  the  U.S.  MoneyMaker  handles  over  five 
million  transactions  per  month  at  over  1,000  ATM  locations 
throughout  the  Southwest. 

ACS's  Back  Office  Support  Services  (BOSS)  are  provided  to  financial 
institutions  and  include  bulk  filing,  statement  preparation, 
microfilming,  item  capturing,  lockbox  and  remittance  processing,  proof 
encoding  and  deposit  services,  and  return-item  processing. 

ACS  also  offers  data  storage,  retrieval,  disaster  recovery,  and 
contingency  planning  services  through  Dataplex  Corporation. 

EFT  services  include  ATM  processing,  transaction  authorization  and 
switching,  card  production  and  management,  on-line  monitoring, 
marketing  support,  training,  strategic  planning,  equipment  and  terminal 
maintenance,  regional  and  national  interchange  access,  reporting  and 
settlement,  and  gateway  services. 

• ACS  has  designed  and  delivered  systems  in  support  of  airline  and 
event  ticketing  and  product  promotions. 

• ACS  currently  provides  full-service  EFT  processing  to  approximately 
350  financial  institutions  in  the  Southwest,  with  customers  ranging  in 
size  from  $2  million  to  $9  billion  in  assets. 

Retail  point-of-sale  (POS)  services  include  credit  and  debit 
authorization,  electronic  draft  capture,  ACH  debit,  check  verification, 
and  reporting  and  settlement. 
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ACS's  platforms  include  Advantage,  Dimension  4000,  and  Premier 
Platform. 

• Advantage  is  ACS's  on-line  processing  service  for  banks. 

- Advantage  supports  a range  of  applications,  including  integrated 
deposits,  certificates  of  deposit,  IRAs,  installment  loans, 
commercial  loans,  retail  lending,  mortgage  loans,  PC  teller 
support,  customer  service,  customer  information  files,  and  general 
ledger. 

- Advantage  is  currently  being  used  by  200  banks,  each  with  over  $2 
million  in  assets. 

• The  Dimension  4000  product  line  provides  customized  banking 
solutions  using  Kirchman  Corporation's  Dimension  product  line. 
Currently,  Dimension  4000  is  processing  banks  of  $20  million  in 
assets  to  multibank  holding  companies  with  several  billion  in  assets. 

• Premier  Platform  is  a multivendor,  "big  bank"  processing  platform 
that  uses  Hogan,  Shaw,  American  Management  Systems,  and  D&B 
Software  Services  software  to  provide  a Customer  Information 
System  integrated  with  checking,  money  market, 

statement /passbook  savings,  certificates  of  deposit,  IRAs, 
installment  loans,  debit  card,  line-of-credit,  collection,  and  general 
ledger  applications. 

ACS  also  provides  field  maintenance  services  nationally  for  ATM 
devices,  including  the  MoneyMaker  network's  ATMs. 

Electronic  Benefits  Transfer  Services: 

ACS  provides  full-service,  on-line  electronic  benefits  transfer  (EBT) 
processing  services  for  government  agency  programs  such  as  Food 
Stamps,  Aid  to  Families  with  Dependent  Children,  Unemployment 
Insurance,  Medicaid,  Child  Support,  Social  Security,  Supplemental 
Security  Income,  and  General  Public  Assistance. 

ACCEPT,  ACS's  electronic  benefit  distribution  system,  permits 
electronic  delivery  of  cash  and  medical  services  benefits  through 
ATMs,  POS  and  debit/credit  terminals,  or  by  direct  deposit  into 
individual  accounts. 

• Benefit  recipients  are  issued  a permanent  eligibility  card  with  a 
personal  identification  number  for  security,  which  is  used  at  POS  or 
ATM  terminals. 
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• ACCEPT  also  allows  the  benefits  providers  to  collect  information  on 
how  funds  are  used  by  the  recipient.  Benefits  are  tracked  per 
recipient. 

The  ACCEPT  PLUS  program,  armounced  in  June  1990,  incorporates 
the  placement  of  electronic  terminals  at  retail  checkout  lanes  in 
conjunction  with  consumer  payment  transaction  processing  and 
settlement  services.  The  program  supports  both  commercial  services 
and  EBT  transactions. 

• The  program  includes  access  to  all  major  authorization  data  bases, 
redundant  communications  and  processing  systems,  and  nationwide 
access  services  and  support  for  a full  range  of  terminals. 

Commercial  Systems  Operations  and  Utility  Processing: 

ACS  currently  provides  systems  operations  and  utility  processing 
services  to  over  500  clients.  ACS  also  markets  shared  hub  satellite 
transmission  services,  designed  to  replace  multidrop  and  point-to-point 
hard-line  networks. 

• Services  for  these  commercial  clients  include  facilities  management, 
application  support,  production  telephony  and  communications 
services,  and  data  processing  services. 

Industry  Markets 

ACS's  revenue  is  derived  approximately  as  follows: 

Financial  45% 

Commercial  45% 

Other  10% 

100% 

Geographic 

Markets 

ACS,  headquartered  in  Dallas,  has  offices  nationwide  in  Arizona, 
California,  Colorado,  Florida,  Georgia,  Hawaii,  Louisiana,  Maryland, 
Massachusetts,  New  York,  Oklahoma,  Tennessee,  Texas,  and  Virginia. 

Computer 

Hardware 

ACS  has  six  host  centers  in  Dallas  and  Waco  (TX),  New  York  (NY), 
Santa  Clara  (CA),  Boston  (MA),  and  Honolulu  (HI).  Additional 
remote  centers  are  in  Austin,  Houston,  and  San  Antonio  (TX)  and  New 
Orleans  (LA). 
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The  various  centers  have  the  following  systems  installed: 

• 1 IBM  3090-600S 

• 1 IBM  AS/400 

• 1 HP  3000 

• 1 Amdahl  5860 

• 1 Amdahl  5890-600E 

• 1 Amdahl  5995-3550 

• 8 Tandem  VLXs 

• 3 Tandem  TXPs 

• 14  Tandem  CLXs 

• DEC  systems 
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COMPANY  PROFILE 


AFFILIATED  COMPUTER  Darwin  Deason,  Chairman  and  CEO 

SYSTEMS,  INC.  Charles  Young,  President  and  COO 


2828  North  Haskell 
P.O.  Box  219002 
Dallas,  TX  75221 
(214)  841-6111 

Private  Corporation 
Total  Employees:  1,400 
Total  Revenue,  Fiscal  Year  End 
6/30/90:  $125,177,000 

The  Company 

Affiliated  Computer  Systems,  Inc.  (ACS)  provides  a range  of 
transaction  processing  and  systems  operations  (outsourcing) 
services  to  financial,  commercial,  and  government  institutions. 

ACS  was  formed  in  July  1988  by  Darwin  Deason  with  the  purchase 
of  three  data  processing  subsidiaries  of  a Texas-based  financial 
institution: 

• The  MoneyMaker  Division,  which  operated  one  of  the  largest 
off-premise  ATM  networks  in  the  country 

• TransFirst  Corporation,  which  specialized  in  providing 
electronic  benefits  transfer  services  to  government  and  health 
care  agencies 

• FTCC,  which  provided  data  processing  services  to  Gibraltar 
Savings  and  First  Texas  Savings 

ACS'  strategy  is  to  become  the  leading  full  service  outsourcing  and 
data  processing  provider  by  delivering  the  highest  quality  products 
and  services  to  the  customer  and  attracting  and  maintaining  the 
very  best  people  in  the  industry.  The  company's  goal  is  to  achieve 
$500  million  in  market  value  by  1993. 

Much  of  the  company's  growth  has  resulted  from  strategic 
acquisitions  and  outsourcing  contracts. 

• In  November  1988,  ACS  purchased  MICR  Specialty  of 
Houston,  a leading  provider  of  back-office  support  services  to 
banks  and  thrifts  in  the  Southwest.  ACS  gained  100  financial 
institutions  as  customers  as  a result  of  the  acquisition. 

• In  December  1988,  ACS  signed  a ten-year  agreement  with  the 
Southland  Corporation  to  provide  data  processing  and 
telecommunications  services  for  all  of  Southland's  operations. 
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• In  Januaiy  1989,  ACS  acquired  Electronic  Data  Management 
Corporation  (EDMC)  of  Dallas.  EDMC  primarily  provided 
custom  applications  software  and  interactive  services  to 
commercial  airlines,  long  distance  carriers,  and  operator- 
assisted  telephony  industries. 

• Also  in  January  1989,  ACS  acquired  the  data  processing 
contracts  of  First  Republic  Bank  Corporation  and  IFRB 
Corporation.  This  brought  ACS  another  131  contracts 
comprised  of  data  processing  services,  ATM  services,  and  back- 
office  operations  in  Dallas,  Austin,  and  Houston. 

» In  February  1989,  ACS  acquired  First  Independent  Computers, 
Inc.  of  Abilene,  a credit  card  processing  company  with  annual 
sales  of  $2  million. 

• In  September  1989,  ACS  acquired  Computab,  a Honolulu- 
based  processing  company.  Computab,  with  sales  of  $8  million 
and  180  employees,  provided  services  in  Hawaii  and  served  a 
number  of  San  Francisco  Bay  Area  customers. 

• In  November  1989,  ACS  acquired  OBS  Companies,  Inc. 
(formerly  On-Line  Business  Systems)  of  San  Francisco. 
Founded  in  1969,  OBS  operated  a 55,000  square  foot  multiple- 
CPU  data  center  in  Santa  Clara  (CA)  and  provided  IBM- 
mainframe-based  utility  processing  to  clients  in  various 
industries. 

• In  January  1990,  ACS  acquired  a 30%  equity  interest  in 
Dataplex  Corporation.  Other  investors  include  Goldman  Sachs 
& Co.,  Paribas  Technology,  and  members  of  Dataplex 
management.  Dataplex,  with  annual  revenue  of  $47  million, 
provides  information  and  image  capture,  data  storage 
protection,  and  retrieval  services  to  financial  institutions. 

• In  June  1990,  ACS  was  awarded  a five-year  data  processing 
contract  with  Builders  Emporium  in  Irvine  (CA)  valued  at  $20 
million. 

• In  June  1990,  ACS  was  awarded  a ten-year,  $160  million 
contract  with  International  Telecharge,  Inc. 

ACS  is  currently  organized  as  a holding  company  with  five  wholly 

owned  subsidiaries  as  follows: 

• ACS  Financial  Services,  Inc.  provides  outsourcing;  transaction 
processing;  terminal  (including  ATM)  maintenance;  and  data 
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c 

Storage,  retrieval,  and  disaster  recovery  services  to  the  banking 
and  finance  industry. 

• TransFirst  Corporation  provides  electronic  benefits  transfer 
(EBT)  transaction  processing  services  for  various  government 
agencies. 

• ACS  Commercial  Services,  Inc.  provides  outsourcing/systems 
operations  services  and  markets  shared  hub  satellite 
transmission  services  to  commercial  clients  nationwide. 

• ACS  Compute  Utility,  Inc.  is  a shared  computer  resource 
company  providing  processing  support  to  other  ACS  operating 
units. 

• Precept,  Inc.  provides  data  processing  business  forms,  supplies, 
and  courier  services  to  the  ACS  subsidiaries  and  other  clients. 
Precept  is  currently  providing  products  to  over  300  customers  in 
various  industries. 

c 

ACS'  fiscal  1990  revenue  reached  approximately  $125.2  million,  a 
73%  increase  over  fiscal  1989  revenue  of  $72.5  million.  The 
company's  annualized  sales  are  currently  running  at  $155  million, 
excluding  results  from  Dataplex  Corporation,  which  are  reported 
under  the  equity  method  of  accounting. 

ACS  competitors  include  IBM,  Electronic  Data  Systems,  Litton 
Computer  Services,  Perot  Systems,  First  Data  Resources,  Deluxe 
Data,  Andersen  Consulting,  and  GE  Information  Services. 

Key  Products  and 
Services 

Approximately  45%  of  ACS'  revenue  is  derived  from  processing 
services  and  45%  from  systems  operations  (outsourcing).  The 
remaining  10%  of  revenue  was  derived  from  shared  hub  satellite 
transmission  services  (3%)  and  business  forms  and  supplies  (7%). 

ACS  Financial  Services: 

ACS  Financial  Services  provides  a range  of  processing  services  in 
support  of  front-  and  back-office  banking,  electronic  funds 
transfer,  and  retail  point-of-sale  applications. 

C 

• Financial  Services  is  also  the  operator  of  the  MoneyMaker 
Network,  one  of  the  largest -off-p remise  ATMS  networks  in  the 
U.S.  MoneyMaker  handles  over  3 million  transactions  per 
month  at  over  1,000  ATM  locations  throughout  the  Southwest. 

Advantage  is  ACS'  on-line  processing  service  for  banks. 
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• Advantage  supports  a range  of  applications,  including  integrated 
deposits,  certificates  of  deposit,  IRAs,  installment  loans, 
commercial  loans,  retail  lending,  mortgage  loans,  PC  teller 
support,  customer  service,  customer  information  files,  and 
general  ledger. 

• Advantage  is  currently  being  used  by  200  banks  ranging  in  size 
from  $2  million  to  $200  million  in  assets. 

ACS  Financial  Services'  Back  Office  Support  Services  (BOSS) 
provided  to  financial  institutions  include  bulk  filing,  statement 
preparation,  microfilming,  item  capturing,  lockbox  and  remittance 
processing,  proof  encoding  and  deposit  services,  and  return-item 
processing. 

ACS  Financial  Services*also  offers  data  storage,  retrieval,  disaster 
recovery,  and  contingency  planning  services  through  Dataplex 
Corporation. 

EFT  services  provided  by  Financial  Services  include  ATM 
processing,  transaction  authorization  and  switching,  card 
production  and  management,  on-line  monitoring,  marketing 
support,  training,  strategic  planning,  equipment  and  terminal 
maintenance,  regional  and  national  interchange  access,  reporting 
and  settlement,  and  gateway  services.  Financial  Services  has 
designed  and  delivered  systems  in  support  of  airline  and  event 
ticketing  and  product  promotions. 

Retail  Point-of-Sale  (POS)  services  include  credit  and  debit 
authorization,  electronic  draft  capture,  ACH  debit,  check 
verification,  private  label  processing,  EBT,  frequent  shopper 
programs,  and  reporting  and  settlement. 

ACS/Field  Electronics,  a division  of  Financial  Services,  provides 
field  maintenance  services  for  terminals,  including  ATMs. 

• The  division  provides  maintenance  services  for  the 
MoneyMaker  network's  ATMs  for  over  70  clients. 

• In  August  1990,  ACS  was  awarded  a two-year  maintenance 
contract  from  Commercial  Federal  Savings  and  Loan 
Association  of  Omaha  (NE)  to  provide  first-line  and  second- 
line  maintenance  for  ATMs  in  Omaha  and  Lincoln  (NE)  and 
Denver  (CO). 
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TransFirst  Corporation: 

TransFirst  provides  full-service,  on-line  electronic  benefits  transfer 
(EBT)  processing  services  for  government  agency  programs  such 
as  Food  Stamps,  Aid  to  Families  with  Dependent  Children, 
Unemployment  Insurance,  Medicaid,  Child  Support,  Social 
Security,  Supplemental  Security  Income,  and  General  Public 
Assistance. 

ACCEPT,  TransFirst's  electronic  benefit  distribution  system, 
permits  electronic  delivery  of  cash  and  medical  services  benefits 
through  ATMs,  POS  and  debit/credit  terminals,  or  by  direct 
deposit  into  individual  accounts. 

• Benefit  recipients  are  issued  a permanent  eligibility  card,  with  a 
personal  identification  number  for  security,  which  is  used  at 
POS  or  ATM  terminals. 

• ACCEPT  also  allows  the  benefits  providers  to  collect 
information  on  how  funds  are  used  by  the  recipient.  Benefits 
are  tracked  per  recipient. 

The  ACCEPT  PLUS  program,  announced  in  June  1990, 
incorporates  the  placement  of  electronic  terminals  at  retail 
checkout  lanes  in  conjunction  with  consumer  payment  transaction 
processing  and  settlement  services.  The  program  will  support  both 
commercial  services  and  EBT  transactions. 

• The  program  includes  access  to  all  major  authorization  data 
bases,  redundant  communications  and  processing  systems,  and 
nationwide  access  services  and  support  for  a full  range  of 
terminals. 

• ACS  has  entered  into  an  agreement  with  COMTRAC 
Corporation  to  use  their  proprietary  hardware  and  software  in 
conjunction  with  an  intelligent  PC-based  controller.  Retailers 
can  now  have  an  in-store  data  base  providing  check 
authorization,  check  collection,  credit  card,  on-line  debit,  ACH 
debit  proprietary  cards,  frequent  shopper,  and  check  guarantee 
services. 

In  December  1988,  TransFirst  was  awarded  a five-year  $32  million 
contract  to  implement  and  operate  a system  for  Maryland  to 
electronically  distribute  public  assistance,  food  stamp,  and  child 
support  benefits.  Maryland  is  the  first  state  in  the  U.S.  to  issue 
multiple  benefits  using  a single  card  through  an  electronic  transfer 
system. 
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In  May  1990,  TransFirst  announced  a five-year,  $15  million 
processing  contract  with  the  County  of  Los  Angeles.  TransFirst 
will  process  2.9  million  transactions  annually  for  L.A.  County's 
Food  Stamp  program. 

TransFirst  is  also  currently  providing  programs  for  Ramsey  County 
(MN),  the  U.S.  Treasury  Department  Financial  Management 
Services,  and  the  state  of  Minnesota. 

In  April  1990,  TransFirst  and  IBM  announced  an  agreement  to 
jointly  market  TransFirst's  ACCEPT  EBT  system  to  government 
and  health  care  agencies  as  part  of  a four-year  exclusive 
agreement. 

ACS  Commercial  Services: 

ACS  Commercial  Services  currently  provides  systems  operations 
and  utility  processing  services  to  over  500  clients. 

Major  ACS  Commercial  Services  clients  include  The  Southland 
Corporation,  MomingStar  Foods,  Price  Waterhouse,  International 
Telecharge,  Builders  Emporium,  and  Southern  Union  Gas 
Company. 

Recent  systems  operations  contracts  include  the  following: 

• In  June  1990,  ACS  was  awarded  a five-year  contract  valued  at 
nearly  $20  million  by  Builders  Emporium  of  Irvine  (CA). 

- ACS  assumes  responsibility  for  all  Builders  Emporium's  data 
processing  activities  and  will  assume  responsibility  for  the 
company's  40  Irvine-based  data  processing  professionals. 

- Processing  will  be  provided  by  ACS'  Santa  Clara  data  center. 

- Kirmey  Wall  Coverings,  Builders  Emporium's  sister 
organization,  has  been  a facilities  management  client  of  OBS 
(acquired  by  ACS  in  1989)  since  1979. 

- ACS  has  also  received  a $10  million  add-on  contract  from 
Builders  Emporium  to  provide  new  applications 
development  services, 

• In  June  1990,  ACS  was  awarded  a ten-year,  $160  million 
contract  with  International  Telecharge,  Inc.  (ITI),  a national 
telecommunications  supplier  of  network-based  operator  and 
information  services,  primarily  to  hotels,  hospitals,  institutions, 
payphone  owners,  and  interexchange  carriers. 
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Industry  Markets 


Geographic 

Markets 


- ACS,  with  a team  of  75  current  ITI  employees,  is  responsible 
for  running  ITI's  two  Dallas  data  centers  and  managing  ITI's 
management  information  systems. 

• In  June  1990,  ACS  was  awarded  a five-year,  $1.2  million 
contract  by  TakeCare  Corporation,  a Concord  (CA)-based 
health  maintenance  organization.  ACS  will  operate  the 
TakeCare  data  base  for  all  membership,  claims,  and  other 
provider-related  applications  and  will  process  approximately 
20,000  transactions  per  day. 

ACS  Commercial  Services  also  markets  shared  hub  satellite 
transmission  services,  designed  to  replace  multi-drop  and  point-to- 
point,  hard-line  networks. 


ACS'  fiscal  1990  revenue  was  derived  approximately  as  follows: 


Commercial 

49% 

Banking 

44% 

State  and  local 

government 

4% 

Other 

3% 

100% 

Major  clients  include  Amdahl,  Apple  Computer,  Boeing 
Computer  Services,  Builders  Emporium,  Centex,  Citicorp,  DEC, 
Fujitsu  , Hewlett-Packard,  IBM,  International  Telecharge,  Inc., 
Kinney  Wall  Coverings,  McGraw-Hill,  MCI,  Merrill  Lynch, 
Metaphor  Computer  Systems,  MorningStar  Foods,  Motorola 
Computer  Systems,  Northern  Telecom,  Novell,  Price  Waterhouse, 
Saatchi  & Saatchi  DFS,  Southern  Union  Gas  Company, 
Southwestern  Bell,  TakeCare,  The  Southland  Corporation,  World 
Savings,  and  Worlds  of  Wonder. 


One  hundred  percent  of  ACS'  revenue  is  derived  from  the  U.S. 
Clients  are  located  throughout  the  U.S. 

ACS,  headquartered  in  Dallas,  also  has  offices  in  Abilene,  Austin, 
Corpus  Cristi,  Houston,  Ft.  Worth,  San  Antonio,  and  Wako  (TX); 
Atlanta  (GA);  Chicago  (IL);  Honolulu  (HI);  Los  Angeles,  San 
Francisco,  and  Santa  Clara  (CA);  Baltimore  (MD);  Cleveland, 
Columbus,  and  Dayton  (OH);  Ashland,  Lexington,  and  Louisville 
(KY);  St.  Paul  (MN);  Colorado  Springs,  Denver,  Ft.  Collins,  and 
Grand  Junction  (CO);  Omaha  (NE);  Oklahoma  and  Tulsa  (OK); 
and  Baton  Rouge  and  New  Orleans  (LA). 
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Computer 

Hardware 


ACS  has  data  centers  in  Dallas  and  Santa  Clara  (CA)  with  the 
following  systems  installed: 

• Dallas: 


- 1 IBM  3090-600S 

- 1 IBM  3090- 170S 

- 1 IBM  4381  R23 

- 1 IBM  4381  PI 

- 6 Tandem  VLXs 

- 4 Tandem  TXPs 

- 2 Tandem  EXTs 

- 4 DEC  VAX  6330s 

- 1 DEC  VAX  6320 

- 1 DEC  VAX  6340 

- 2 DEC  VAX  8820s 

- 1 DEC  VAX  11/750 

- 1 DEC  VAX  11/780 
1 Stratus  150 

1 Stratus  130 

- 1 Amdahl  5890-600E 


• Santa  Clara: 

- 1 IBM  3084  Q 

- 1 IBM  3081  D 

- 1 IBM  3081  KX 

- 1 IBM  AS/400 

- 1 HP  3000 
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COMPANY  HIGHLIGHT 


AFFILIATED  COMPUTER  SYSTEMS  Darwin  Deason,  Chairman  and  CEO 

Post  Office  Box  222327  Subsidiary  of  Mercantile  Texas 

Dallas,  TX  75222  Corporation 

(214)742-7100  Total  Employees:  690 

Total  Revenues,  Fiscal  Year  End 
12/31/81:  $26,500,000 
Total  Non-Captive  Computer 
Services  Revenues:  $17,750,000* 


THE  COMPANY 

• Founded  in  1967  to  provide  data  processing  for  physicians  and  small  businesses. 
Affiliated  Computer  Systems  (ACS)  now  provides  processing  services  to 
commercial  banks  exclusively. 

• In  1977,  ACS  was  acquired  by  Mercantile  Texas  Corporation,  a bank  holding 
company. 

0 ACS  estimates  1981  total  revenues  of  $26.5  million  of  which  approximately 
one-third  is  captive  or  non-computer  services  related.  1982  revenues  are 
expected  to  more  than  double  to  $56  million,  as  a result  of  signing  new  banking 
clients  for  processing  services  and  expansion  of  its  ATM  network  services. 
Following  are  two-year  actuals  of  its  captive  and  non-captive  business  ($ 
thousands): 


1 980 

1979 

Non-captive  Revenue 

$I3,I23 

$ 9,276 

Captive  Revenue 

4,977 

4,828 

Non-computer  Services  Revenue 

1, 255 

914 

Total  Revenue 

$19,355 

$15,018 

ACS  is  in  the  process  of  acquiring  Pisano  Data  Center  in  McAllen  (TX).  It  is 
also  acquiring  the  processing  services  formerly  provided  by  the  First  Wichita 
National  Bank,  as  a result  of  an  acquisition  made  by  ACS's  parent. 


0 ACS  employees  are  segmented  as  follows: 


Marketing/Sales 

12 

Customer  Support 

88 

Computer  Operations 

524 

General  and  Administrative 

66 

690 

*INPUT  estimate 
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PRODUCTS  AND  SERVICES 

• ACS  provides  interactive  remote  computing  services  for  250  Texas  bonks 
under  the  name  Bank  Management  Information  System  (BMIS). 

Applications  provided  include: 

. Proof  of  Deposit. 

. Customer  Information  File. 

. General  Ledger. 

. Demand  Deposits. 

. Savings. 

Installment  Loans. 

. Certificates  of  Deposit. 

1982  should  show  increased  revenues  as  80  additional  banks  have 
contracted  for  BMIS  services. 

ACS  is  currently  negotiating  with  a large  group  of  out  of  state  banks  to 
provide  processing  services. 

Beginning  in  1982,  ACS  will  be  marketing  custom-designed  teller 
terminals  to  its  BMIS  customers  and  expects  to  have  all  converted  by 
the  end  of  the  year.  ACS  designed  the  hardware  and  contracted  with 
Electrospace  of  Dallas  to  manufacture  the  terminals. 

• BMIS  is  licensed  as  a software  package  for  use  on  IBM  or  Honeywell  hardware. 

Thirteen  firms  have  been  licensed  to  date,  including  Automatic  Data 
Processing,  a competitor  in  the  bank  processing  area. 

• ACS  developed  and  markets  MPACT,  the  largest  statewide  shared  automatic 
teller  machine  (ATM)  network  in  the  nation. 

MPACT  users  include  225  financial  institutions  In  Texas,  Arkansas, 
Oklahoma,  and  Louisiana. 

Customers  of  MPACT  can  use  ATM  machines  at  member  banks  in  all 
four  states,  and  American  Express  travelers  check  ATMs  located  in  the 
U.S.  and  Canada. 

Through  an  agreement  with  American  Express,  Gold  Card  customers 
may  use  MPACT  ATMs  for  transactions.  MasterCard  and  VISA  card- 
holders with  a PIN  issued  by  a Texas  bank  can  use  these  cards  in 
MPACT  to  get  a cash  advance. 

INDUSTRY  MARKETS 

• ACS  serves  commercial  banks  exclusively. 
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HARDWARE  AND  SOFTWARE 

• Hardware  installed  at  ACS's  six  data  centers; 
Austin. 

1 IBM  434 1 -KOI. 

. 3 Honeywell  2050- As. 

. 2 Magnuson  M80/3ls. 

Dallas. 

. I Magnuson  M80/3I. 

. I Magnuson  M80/32. 

. I Magnuson  M80/42. 

. 3 Honeywell  2050- As. 

Dallas  (Mercantile  National  Bank). 

2 IBM  434I-L02S. 

I IBM  3I58-U34. 

. I Magnuson  M80/42. 


Houston. 

2  IBM  434 1 -KOI  s. 

. 2 Honeywell  2050- As. 

San  Antonio. 

I IBM  434 1 -KOI. 
IIBM  434-L0I. 


Tyler. 


I IBM  433 1 -JO  I . 

• New  data  centers  will  be  opened  in  1982  in  Victoria,  El  Paso,  Wichita  Falls, 
and  Corpus  Christ!  (TX),  and  Shreveport  (LA). 

• All  data  centers  use  internally  developed  operating  system  called  BMIS. 
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COMPANY  HIGHLIGHT 


AFFILIATED  COMPUTER  SYSTEMS,  INC. 
8585  N.  Stemmons  Freeway,  Suite  711 
Dallas,  Texas  75247 
(214)  637-6126 


Darwin  Deeson,  President 
Wholly  owned  subsidiary  of  /Ijfp 
Mci*e.ariLile  National  Dank,  Dallas'" 
Computer  services  employees:  2Q0 

Revenues,  fiscal  year  end 
approximately  $7.5  million  E 


1 


I 

I- 


COMPANY  BACKGROUND: 

• Affiliated  Computer  Systems,  Inc.  (ACS)  provides  on-line 
bank  processing  and  automated  banking  software  to  financial 
institutions  and  data  processing  vendors  primarily  in  the  Western, 
Midwestern,  and  South  Central  portions  of  the  U.S. 

• In  1968,  ACS  spun-off  from  the  Affiliated  Companies  of  America,  an 
insurance  company,  and  formed  ACS  Investors,  a public  corporation. 
At  this  time,  ACS  Investors  began  providing  bank  data  processing. 

• In  November,  1975,  ACS  Investors  was  acquired  by  Mercantile 
National  Bank  in  Dallas.  The  new  company,  named  Affiliated 
Computer  Systems,  Inc.,  is  a wholly  owned  subsidiary  of  Mercantile. 


OVERALL  ASSESSMENT: 

• ACS  claims  to  have  the  largest  share  of  the  Dallas  market  for 
on-line  banking  services.  Its  largest  competitors  are  two 
major  Dallas  banks— Republic  Bank  and  First  National  Bank  of 
Dallas— and  National  Sharedata  Corporation,  a subsidiary  of 
Western  Union. 

• ACS  has  experienced  a 50%  increase  in  revenues  since  its 
acquisition  by  Mercantile  National  Bank,  going  from  $5  million  in 
1975  to  $7.5  million  this  year. 

• Part  of  this  new  growth  may  be  attributable  to  the  acquisition 
of  correspondent  banking  business  of  Mercantile  National  Bank. 

• ACS  could  potentially  increase  profits  by  consolidating  the 

data  centers  into  one  large  center  and  developing  a communication 
network  to  service  the  outlying  areas.  This  would  reduce  oni^ating 
personnel  requirements  and  cut  hardware  costs  by  ending  equipment 
duplication. 
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KEY  PRODUCTS  AND  SERVICES: 


• ACS  does  data  processing  for  banks,  including  the  following: 
a fully  integrated  customer  information  file  (CIF) , automated 
teller  machines,  interbank  check  guarantee  including  signature 
verification,  merchant /point  of  sale,  demand  deposit  accounts, 
savings  accounts,  general  ledger,  proof  of  deposit,  certificates 
of  deposit,  and  installment  and  commercial  loans. 

- The  services  are  available  through  ACS  data  centers  in 
Dallas,  Houston,  Shreveport,  Tulsa,  and  Denver. 

ASC  also  sells  the  packages  to  other  data  processing 
vendors  and  banks. 

• ACS  provides  three  other  on-line  services:  accounts  receivable 

processing  for  the  medical  industry,  credit  and  inventory  pro- 
cessing, and  payroll  processing. 


APPLICATIONS:  Approximately  80%  of  ACS  revenues  are  generated  by  the 

sale  of  its  remote  computing  services.  Of  this  80%,  approximately  85% 
are  derived  from  on-line  banking  applications.  The  remaining  15%  are 
derived  from  the  three  on-line  general  business  applications:  payroll, 

accounts  receivable,  and  credit/ inventory . 

• Approximately  20%  of  ACS  revenues  are  generated  by  the  sale  of 

software  products  to  banks  and  data  processing  vendors.  Currently 
115  banks  are  utilizing  software  products  purchased  from  ACS. 


INDUSTRY/MARKETS : Approximately  95%  of  ACS  customers  are  financial 

institutions  or  data  processing  vendors  specializing  in  financial  appli- 
cations. The  remaining  customers  are  from  the  medical/hospital  and 
manufacturing  industries. 


GEOGRAPHIC  MARKETS:  Approximately  85%  of  ACS  customers  are  located  near 

ACS  data  processing  centers  in  the  South  Central,  Midwestern,  and  Western 
U.S.  The  other  customers,  primarily  software  purchasers,  are  located 
in  New  England,  the  Northeast,  and  the  Pacific  states. 


COMPUTER  HARDWARE  AND  SOFTWARE: 

• ACS  data  centers  use  5 Honeywell  2050  mainframes  and  one  smaller 
Honeywell  computer  to  support  the  remote  computing  services. 

^ The  data  centers  are  located  in  Dallas,  Houston,  Shreveport, 

(_  Tulsa,  and  Denver_^aCi|^ 

• ACS  supports  Bunker  Ramo  and  Informer  CRTs  only.  Terminals 
must  be  provided  by  the  customer. 


*Estimated  by  ACS. 
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COMPANY  PROFILE 


AGENA  CORPORATION 

9709  Third  Avenue  N.E. 
Seattle,  WA  98115 
(206)  525-0005 


L.  L.  Mangis,  President 
Subsidiary  of  a Consortium  of  Seven 
Insurance  Companies 
Total  Employees:  186 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $19,000,000 


The  Company  AGENA  Corporation  provides  batch  processing  services  and 

turnkey  systems  primarily  to  independent  property  and  casualty 
insurance  agents. 

• AGENA  was  founded  in  1970  as  Safecom,  Inc.,  a subsidiary  of 
the  SAFECO  Corporation. 

• In  June  1983,  the  company  became  a subsidiary  of  a consortium 
of  seven  insurance  companies,  including  American  States,  The 
Atlantic  Companies,  General  Accident,  Reliance  (General 
Casualty:  United  Pacific),  Royal,  SAFECO,  and  Westfield. 

• In  July  1984,  the  company  changed  its  name  to  AGENA 
Corporation. 

AGENA's  1989  revenue  was  an  estimated  $19  million,  a 6% 
increase  over  1988  revenue  of  $18  million. 

AGENA  currently  has  186  full-time  employees  segmented  as 
follows: 


Marketing/sales 

43 

Customer  support 

81 

General  and  administrative 

62 

186 

Competitors  include  Redshaw,  Inc.,  Applied  Systems,  Gemini,  and 
Insurnet,  Inc. 


Key  Products  and  AGENA's  1989  revenue  was  derived  from  batch  processing 
Services  services  and  turnkey  systems  for  insurance  agents. 

AGENA  provides  batch  processing  services  to  900  independent 
insurance  agents  in  the  U.S.  and  Canada.  The  number  of  clients 
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using  batch  processing  services  has  declined  over  the  past  several 
years  as  agents  move  to  turnkey  solutions.  Monthly  revenues  per 
client  range  from  $100  to  $2,000. 

• The  AGENA/Batch  Accounting  System  is  the  basic  accounts 
receivable/general  ledger  system,  which  provides: 

- Itemized  weekly  summary,  by  customer,  of  all  accounts 
carrying  balances 

- Customer  statements 

- Monthly  accounts  receivable  information 

- A list  of  customers  with  outstanding  balances 

- Monthly  management  reports 

• The  Agency  Analysis  System  assists  the  agency  in  identifying 
the  needs  of  its  customers  and  can  provide  specific  information 
about  clients  or  select  clients  who  fit  certain  criteria.  It 
provides  tools  for  examining  internal  operations  and  for  market 
analysis. 

• The  Direct  Bill  System  is  designed  to  improve  the  agency's 
control  over  direct  bill  policies.  The  system  helps  agents 
control  renewals,  verify  commissions,  obtain  complete 
production  information,  itemize  producer  commissions,  and 
identify  customer's  total  activity. 

Turnkey  systems  for  insurance  agents  are  available  for  the  IBM 
and  WYSE  microcomputers  and  on  DEC  Micro  VAX  II  and 
MicroVAX  3500.  The  systems  can  handle  up  to  73  terminals  and 
range  in  price  from  $10,000  to  $150,000,  depending  on  hardware 
configuration  and  the  number  of  software  packages  installed.  As 
of  December  1989,  AGENA  systems  were  being  used  by  over 
2,900  insurance  agents. 

• The  AGENA/Premier  system  is  a family  of  software/hardware 
packages  for  IBM  and  WYSE  systems.  Each  package  can 
function  independently  or  can  be  integrated  with  other 
packages.  Packages  can  be  used  as  needed.  The  nine  packages 
in  the  AGENA/Premier  system  include  the  following: 

- The  AGENA  Client  Information  package  is  a storage  and 
retrieval  system  for  containing  complete  client  profiles, 
including  a two  page  notepad,  and  can  be  tailored  to  the 
agency  specifications. 
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- The  AGENA  Policy  Information  package  contains  full 
information  on  policies,  items  insured,  coverages,  limits, 
deductibles,  and  underwriting/rating  information.  The 
information  from  this  module  is  integrated  into  all  other 
parts  of  the  system. 

- The  AGENA  Claims  package  is  a system  for  storage  and 
retrieval  of  information  on  open  and  closed  loss  claims. 

- The  AGENA  Marketing  package  is  used  in  conjunction  with 
the  Accounting,  Client,  and  Policy  Information  packages  and 
retrieves  data  from  their  existing  files  for  selection  of 
customers  and  prospects  meeting  the  specified  selection 
criteria.  Information  from  these  selections  can  be  sent  to  a 
word  processing  list. 

- The  AGENA  Insurance  Forms  package  generates  industry- 
standard  insurance  forms  (such  as  ACORD)  which  may  be 
laser  printed  and  can  be  used  alone  or  in  conjunction  with 
Client  and  Policy  Information  packages. 

- The  AGENA  Pending  package  is  a suspense  system  for 
tracking  follow-up  items  such  as  policy  renewal  dates.  The 
Pending  package  is  integrated  with  the  Policy  Information 
system. 

- The  AGENA  Accounting  package  offers  most  of  the  features 
of  the  AGENA/Batch  processing  accounting  system  for 
accounts  receivable,  general  ledger,  direct  billing,  and 
production  reports.  The  system  is  designed  with  balancing 
and  back-up  procedures  for  protection  against  data  loss. 

- The  word  processing  packages,  WordStar  International's 
WordStar  or  EASY,  are  integrated  into  the  AGENA 
Marketing  package.  The  package  includes  full  text  editing, 
on-screen  Help  windows,  pop-up  Menu  windows  and  a spell 
checker. 

- The  AGENA  Communications  package  is  available  for 
communications  between  agents  and  the  insurance 
companies  they  represent  either  interactively  through  direct 
lines  or  the  Insurance  Value  Added  Network  Service 
(IVANS)  or  for  batch  transmission  of  data  files. 

• Optional  programs  that  are  add-ons  to  the  AGENA/Premier 

system  include: 
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Industry  Markets 


Geographic 

Markets 


- The  AGENA  Rating/ Applications  option  provides 
capabilities  for  the  integration  of  Rating  with  the  Premier 
policy  information  system.  Multiple  company  and  multiple 
terminal  personal  lines  comparative  ratings  are  available. 

- AGENA  has  a marketing  agreement  with  NORICK  DATA 
SYSTEMS,  INC.  to  make  available  the  NOR-RATE  and 
NOR-APPS  systems  to  AGENA  customers.  The  system 
includes  the  capability  for  business  auto,  commercial  fire, 
general  liability,  SMP,  Worker's  Compensation  rating,  and 
application  creation.  ACORD  personal  and  commercial 
applications,  certificate  and  binder,  proposal  printout  and 
worksheet  printout  forms  are  also  available. 

- AGENA  Policy  Conversion  and  Synchronization  (Personal 
Lines  and  Commercial  Lines)  provides  for  the  electronic 
transfer  of  policy  information  from  the  insurance  company  to 
the  agency  management  system.  Policy  Conversion  is  the 
one-time  procedure  loading  an  entire  book  of  business. 
Policy  Synchronization  is  a regularly  scheduled  updating  of 
policy  information  directly  from  the  insurance  company 
computer  providing  single-entry,  multicompany  interface. 

- AGENA  Connection  software  integrates  client  and  rating 
information  created  with  the  commercial  lines  and  personal 
lines  rating  software  with  the  Client  and  Policy  Information 
packages.  This  package  eliminates  the  re-keying  of 
information  and  the  associated  errors. 

- AGENA  has  made  arrangements  with  U.S.  Agent  to  allow 
AGENA  customers  to  order  motor  vehicle  records 
electronically  using  George  Nordhaus'  Insurance  Marketing 
Services  network. 

• The  AGENA/MicroVAX  systems  contain  all  of  the  capabilities 
of  the  Premier  systems,  but  are  designed  for  larger  agencies 
with  a maximum  of  73  serial  devices,  including  terminals, 
printers,  and  modems. 


One  hundred  percent  of  AGENA's  revenue  is  derived  from 
insurance  agents  and  brokers. 


AGENA  estimates  that  80%  of  its  revenue  is  derived  from  the 
U.S.  and  the  remaining  20%  from  Canada. 
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Computer 

Hardware 


Batch  processing  services  are  provided  on  various  models  of  IBM 
equipment.  AGENA  has  IBM,  WYSE,  and  DEC  microcomputers 
and  minicomputers  for  research,  development,  and  support  of  its 
products. 
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COMPANY  PROFILE 


AGENA  CORPORATION 

9709  Third  Avenue  N.E. 
Seattle,  WA  98115 
(206)  525-0005 


L L Mangis,  President 
Subsidiary  of  a Consortium  of  Seven 
Insurance  Companies 
Total  Employees:  188 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $21,965,000 


The  Company  AGENA  Corporation  provides  batch  processing  services  and 

turnkey  systems  primarily  to  independent  property  and  casualty 
insurance  agents. 

• AGENA  was  founded  in  1970  as  Safecom,  Inc.,  a subsidiary  of 
the  SAFECO  Corporation. 

• In  June  1983,  the  company  became  a subsidiary  of  a consortium 
of  seven  insurance  companies,  including  American  States,  The 
Atlantic  Companies,  General  Accident,  Reliance  (General 
Casualty:  United  Pacific),  Royal,  SAFECO,  and  Westfield. 

• In  July  1984,  the  company  changed  its  name  to  AGENA 
Corporation. 

AGENA  has  approximately  188  full-time  employees  segmented  as 
follows: 


Marketing/sales 

45 

Customer  support 

73 

General  and  administrative 

70 

188 

Competitors  include  Redshaw,  Inc.,  Applied  Systems,  Gemini,  and 
Insumet,  Inc. 


Key  Products  and  AGENA's  1987  revenue  was  derived  from  batch  processing 
Services  services  and  turnkey  systems  for  insurance  agents. 

AGENA  provides  batch  processing  services  to  1,175  independent 
insurance  agents  in  the  U.S.  and  Canada.  Monthly  revenues  per 
client  range  from  $107  to  $2,000. 


November  1 988 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  4 


AGENA  CORPORATION 


INPUT 


• The  AGENA/Batch  Accounting  System  is  the  basic  accounts 
receivable/general  ledger  system,  which  provides: 

- Itemized  weekly  summary,  by  customer,  of  all  accounts 
carrying  balances. 

- Customer  statements. 

- Monthly  accounts  receivable  information. 

- A list  of  customers  with  outstanding  balances. 

- Monthly  management  reports. 

• The  Agency  Analysis  System  assists  the  agency  in  identifying 
the  needs  of  its  customers  and  can  provide  specific  information 
about  clients  or  select  clients  who  fit  certain  criteria.  It 
provides  tools  for  examining  internal  operations  and  for  market 
analysis. 

• The  Direct  Bill  System  is  designed  to  improve  the  agency's 
control  over  direct  bill  policies.  The  system  helps  agents 
control  renewals,  verify  commissions,  obtain  complete 
production  information,  itemize  producer  commissions,  and 
identify  customer's  total  activity. 

Turnkey  systems  for  insurance  agents  are  available  for  the  IBM 
and  WYSE  microcomputers  and  on  DEC  Micro  VAX  Hand 
MicroVAX  3500.  The  systems  can  handle  up  to  73  terminals  and 
range  in  price  from  $10,000  to  $150,000,  depending  on  hardware 
configuration  and  the  number  of  software  packages  installed.  As 
of  September  1988,  AGENA  systems  were  being  used  by  2,600 
insurance  agents. 

• The  AGENA/Premier  system  is  a family  of  software/hardware 
packages  for  IBM  and  vhfSE  systems.  Each  package  can 
function  independently  or  can  be  integrated  with  other 
packages.  Packages  can  be  used  as  needed.  The  nine  packages 
in  the  AGENA/Premier  system  include  the  following: 

- The  AGENA  Client  Information  package  is  a storage  and 
retrieval  system  for  containing  complete  client  profiles, 
including  a two  page  notepad,  and  can  be  tailored  to  the 
agency  specifications. 

- The  AGENA  Policy  Information  package  contains  full 
information  on  policies,  items  insured,  coverages,  limits, 
deductibles,  and  underwriting/rating  information.  The 
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information  from  this  module  is  integrated  into  all  other 
parts  of  the  system. 

- The  AGENA  Claims  package  is  a system  for  storage  and 
retrieval  of  information  on  open  and  closed  loss  claims. 

- The  AGENA  Marketing  package  is  used  in  conjunction  with 
the  Accounting,  Client,  and  Policy  Information  packages  and 
retrieves  data  from  their  existing  files  for  selection  of 
customers  and  prospects  meeting  the  specified  selection 
criteria.  Information  from  these  selections  can  be  sent  to  a 
word  processing  list. 

- The  AGENA  Insurance  Forms  package  generates  industry- 
standard  insurance  forms  (such  as  ACORD)  and  can  be  used 
alone  or  in  conjunction  with  Client  and  Policy  Information 
packages. 

- The  AGENA  Pending  package  is  a suspense  system  for 
tracking  follow-up  items  such  as  policy  renewal  dates.  The 
Pending  package  is  integrated  with  the  Policy  Information 
system. 

- The  AGENA  Accounting  package  offers  most  of  the  features 
of  the  AGENA/Batch  processing  accounting  system  for 
accounts  receivable,  general  ledger,  direct  billing,  and 
production  reports.  The  system  is  designed  with  balancing 
and  back-up  procedures  for  protection  against  data  loss. 

- The  word  processing  package,  MicroPro's  EASY,  is 
integrated  into  the  AGENA  Marketing  package.  The 
package  includes  full  text  editing,  on-screen  Help  windows, 
pop-up  Menu  windows  and  a spell  checker. 

- The  AGENA  Communications  package  is  available  for 
communications  between  agents  and  the  insurance 
companies  they  represent  either  interactively  through  direct 
lines  or  the  Insurance  Value  Added  Network  Service 
(IVANS)  or  for  batch  transmission  of  data  files. 

• Optional  programs  that  are  add-ons  to  the  AGENA/Premier 

system  include: 

- The  AGENA  Rating  option  provides  capabilities  for 
multiple  company  and  multiple  terminal  personal  lines 
comparative  rating. 
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- AGENA  has  a marketing  agreement  with  NORICK  DATA 
SYSTEMS,  DiC.  to  make  available  the  NOR-RATE  and 
NOR-APPS  systems  to  AGENA  customers.  The  system 
includes  the  capability  for  business  auto,  commercial  fire, 
general  liability,  SMP,  Worker's  Compensation  rating,  and 
application  creation.  ACORD  personal  and  commercial 
applications,  certificate  and  binder,  proposal  print-out  and 
worksheet  print-out  forms  are  also  available. 

- AGENA  Policy  Conversion  and  Synchronization  provides  for 
the  electronic  transfer  of  policy  information  fi'om  the 
insurance  company  to  the  agency  management  system. 

Policy  Conversion  is  the  one-time  procedure  loading  an 
entire  book  of  business.  Policy  Synchronization  is  a regularly 
scheduled  updating  of  policy  information  directly  from  the 
insurance  company  computer  providing  single-entry, 
multicompany  interface. 

- AGENA  Connection  software  integrates  client  and  rating 
information  created  with  the  commercial  lines  and  personal 
lines  rating  software  with  the  Client  and  Policy  Information 
packages.  This  package  eliminates  the  re-keying  of 
information  and  the  associated  errors. 

- AGENA  has  made  arrangements  with  U.S.  Agent  to  allow 
AGENA  customers  to  order  motor  vehicle  records 
electronically  using  George  Nordhaus'  Insurance  Marketing 
Services  network. 

• The  AGENA/MicroVAX  systems  contain  all  of  the  capabilities 
of  the  Premier  systems,  but  are  designed  for  larger  agencies 
with  a maximum  of  73  serial  devices,  including  terminals, 
printers,  and  modems. 

Industry  Markets 

One  hundred  percent  of  AGENA's  revenue  is  derived  from 
insurance  agents  and  brokers. 

Geographic 

Markets 

AGENA  estimates  that  80%  of  its  revenue  is  derived  from  the 
U.S.  and  the  remaining  20%  from  Canada. 

Computer 

Hardware 

Batch  processing  services  are  provided  on  various  models  of  IBM 
equipment.  AGENA  has  IBM,  WYSE,  and  DEC  microcomputers 
and  minicomputers  for  research,  development,  and  support  of  its 
products. 

Page  4 of  4 

Copyright  1988  by  INPUT.  Reproduction  Prohibited.  November  1 988 

COMPANY  HIGHLIGHT 


AGENA  CORPORATION 

9709  Third  Avenue  N.E. 
Seattle,  WA  98115 
(206) 547-5238 


L.  L.  Mangis,  President 
Subsidiary  of  a Consortium  of  Eight 
Insurance  Companies 
Total  Employees:  278 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $22,100,000 


THE  COMPANY 

• AGENA  Corporation  was  founded  in  1970  as  Safecom,  Inc.,  a subsidiary  of  the 
Safeco  Corporation.  On  June  30,  1983,  the  company  became  a subsidiary  of  a 
consortium  of  eight  insurance  companies  and  in  July  1984  changed  its  name  to 
AGENA  Corporation. 

• AGENA  provides  batch  processing  services  and  turnkey  systems  primarily  to 
independent  property  and  casualty  insurance  agents. 

• Fiscal  1983  revenue  was  $22.1  million,  a 24%  increase  over  $17.8  million  in 
1982.  A five-year  financial  summary  follows: 


AGENA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• Revenue  for  the  nine-month  period  ending  September  30,  1984  was  $18.6 
million,  a 28%  increase  over  $14.5  million  for  the  same  period  in  1983.  Net 
income  for  the  period  was  $1,641,500,  a 38%  increase  over  $1,187,200  for  the 
previous  period. 

• As  of  December  31,  1983,  AGENA  had  278  full-time  employees.  The  company 
currently  has  257  employees  segmented  as  follows: 


Marketing/sales 

49 

Customer  support 

46 

General  and  administrative 

162 

257 

KEY  PRODUCTS  AND  SERVICES 

• Fifty-nine  percent  of  fiscal  1983  revenue  was  derived  from  batch  processing 
services  and  41%  from  turnkey  systems  for  insurance  agents.  For  the  nine 
months  ending  September  30,  1984  the  source  of  revenue  shifted  to  46%  from 
batch  processing  and  54%  from  turnkey  systems. 

• AGENA  provides  batch  processing  services  to  3,800  independent  insurance 
agents  in  the  U.S.  and  Canada.  Monthly  revenues  per  client  range  from  $107 
to  $2,000  and  average  $225  per  month. 

The  AGENA/Batch  accounting  system  is  the  basic  accounts  receivable, 
general  ledger  system,  which  provides: 

. Itemized  weekly  summary,  by  customer,  of  all  accounts  carrying 
balances. 

. Customer  statements. 

. Monthly  accounts  receivable  information. 

. A list  of  customers  with  outstanding  balances. 

. Monthly  management  reports. 

Agency  Analysis  System  assists  the  agency  in  identifying  the  needs  of 
its  customers  and  can  provide  specific  information  about  clients  or 
select  clients  who  fit  certain  criteria.  It  provides  tools  for  examining 
internal  operations  and  for  market  analysis. 

Direct  Bill  System  is  designed  to  improve  the  agency's  control  over 
direct  bill  policies.  The  system  helps  agents  control  renewals,  verify 
commissions,  obtain  complete  production  information,  itemize 
producer  commissions,  and  identify  customers'  total  activity. 

• Turnkey  systems  for  insurance  agents  are  available  for  the  IBM  Personal 
Computer  and  on  various  sizes  of  DEC  hardware.  The  systems  range  in  price 
from  $10,000  to  $100,000  depending  on  hardware  configuration,  number  of 
software  packages  installed,  and  size  of  agency.  As  of  August  1984  AGENA 
systems  were  being  used  by  1,100  insurance  agents. 
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The  AGENA  system  is  a family  of  software/hardware  packages  for 
DEC  systems.  Each  package  can  function  independently  or  can  be 
integrated  with  other  packages.  Packages  can  be  added  as  needed. 
The  eight  packages  in  the  AGENA  system  include  the  following: 

. The  AGENA  Accounting  package  offers  most  of  the  features  of 
the  AGENA/Batch  processing  accounting  system  for  accounts 
receivable,  general  ledger,  direct  billing,  and  production 
reports.  The  system  is  designed  with  balancing  and  backup 
procedures  for  protection  against  data  loss. 

. The  AGENA  Client  Information  package  is  a storage  and 
retrieval  system  for  containing  complete  client  profiles  and  can 
be  tailored  to  the  agency  specifications. 

. The  AGENA  Marketing  package  is  used  in  conjunction  with  the 
Accounting  and  Client  Information  packages  and  retrieves  data 
from  their  existing  files  for  selection  of  customers  and  pros- 
pects meeting  the  specified  selection  criteria. 

. The  AGENA  Insurance  Forms  pxjckage  generates  industry  stan- 
dard insurance  forms  (such  as  ACORD)  and  can  be  used  alone  or 
in  conjunction  with  Accounting  or  Client  Information  packages. 

. The  AGENA  Pending  package  is  a suspense  system  for  tracking 
follow-up  items  such  as  policy  renewal  dates. 

. The  AGENA  Claims  package  is  a system  for  storage  and  re- 
trieval of  information  on  open  and  closed  loss  claims. 

. The  AGENA  Communications  package  is  available  for  communi- 
cations between  agents  and  the  insurance  companies  they  repre- 
sent either  interactively  through  direct  lines  or  the  Insurance 
Value  Added  Network  Service  (IVANS)  or  for  batch  transmission 
of  data  files. 

. The  word  processing  package  is  Digital  Equipment  Corporation's 
DECtype and  is  fully  integrated  into  the  AGENA  data  proces- 
sing system. 

The  AGENA/PC  personal  computer  system  for  the  IBM  PC/XT  is 
designed  for  agencies  with  fewer  than  3,500  customers  and  offers  the 
following  functions: 

. Accounting:  provides  accounts  receivable,  general  ledger,  and 
production  reporting. 

. Pending:  provides  follow-up  notification  for  px)licy  expiration 

dates  and  a data  entry  screen  for  daily  memo  items. 
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. Marketing:  provides  fields  for  storing  client  profiles  which  con 
be  searched  on  selected  criteria  for  lists  or  mailing  labels. 

. Communication:  allows  the  AGENA/PC  to  emulate  a VT-IOO- 
type  ASCII,  asynchronous  terminal  for  interactive  communica- 
tions. 

. Word  processing:  is  WordStar  Professional  from  MicroPro 

International  Corporation  and  includes  WordStar®,  MailMerge®, 
SpellStar®,  and  Starlndex^  “ . 

. The  AGENA/PC  is  also  available  for  the  IBM  PC,  offering  word 
processing,  marketing,  and  communications. 

INfXJSTRY  MARKETS 

• One  hundred  percent  of  AGENA's  revenue  is  derived  from  the  agents/brokers 
insurance  industry  sector. 

GEOGRAPHIC  MARKETS 

• AGENA  estimates  that  80%  of  their  revenue  is  derived  from  the  U.S.  and  the 
remaining  20%  from  Canada. 

HARDWARE  INSTALLED 

• Batch  processing  services  are  provided  on  various  IBM  equipment. 
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COMPANY  PROFILE 


AGENCY  MANAGEMENT  SYSTEMS,  INC 

One  Heritage  Drive 
North  Quincy,  MA  02171 
(617)  ^72-5150 


David  V/.  Wroe,  Chairnnan  and  CEO 
Michael  Testa,  Chief  Financial  Officer 
Private  Company,  Jointly  Owned  by  a 
Consortium  of  Four  Insurance 
Companies 

Total  Employees:  545 
Total  Revenue,  Fiscal  Year  End 
12/31/1986:  $45,000,000* 


THE  COMPANY 

• Agency  Management  Systems,  Inc.  (AMS)  is  the  creation  of  a consortium  of 
insurance  companies  that  provides  software,  turnkey  systems,  and  batch  and 
remote  processing  through  the  following  subsidiaries: 

ARC/AMS  provides  batch  and  remote  batch  processing  services  and 
turnkey  systems  to  Independent  Insurance  agents  and  brokers  in  the 

U.S. 

Micro-Magic  provides  rating  (In  the  Midwest)  and  prospecting  software 
(nationally)  to  the  insurance  Industry. 

Frontier  provides  a communications  interface  product  that  utilizes 
IIR/ACORD  standards  for  the  insurance  industry. 

ANS,  Inc.  provides  an  on-line  Information  network  for  the  Insurance 
industry. 

Savage  Computers  provides  software  that  allows  rating  in  16  eastern 
states  for  the  insurance  industry. 

• In  1985,  four  of  the  holders  of  Agency  Management  System's  stock  divested 
their  interests  In  AMS,  including  Commercial  Union,  Crum  and  Forster,  Great 
American,  and  Zurich  American. 

• AMS  now  operates  as  a private  company  owned  equally  by  a consortium  of 
four  Insurance  companies— AIG,  New  Hampshire  Insurance,  CNA,  and 
Fireman's  Fund. 

• AMS's  1986  revenue  was  approximately  $45  million.  Management  estimates 
that  1987  revenue  will  reach  $50  million. 

• Recent  acquisitions  made  by  AMS  include  the  following: 
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In  August  1986  AMS  acquired  Micro-Magic  of  Bolivar  (MO).  Micro- 
Magic  provides  rating  and  prospecting  software  to  the  insurance 
industry  and  had  approximately  40  employees  at  the  time  of  acquisi- 
tion. 

In  1986  AMS  acquired  Savage  Computers,  Inc.  of  Avon  (CT).  Savage 
Computers  provides  rating  software  to  the  insurance  industry  and  had 
approximately  100  employees  at  the  time  of  acquisition. 

In  September  1986  AMS  acquired  the  customer  base  of  Computerized 
Insurance  Accounting  of  Oklahoma  City  (OK).  Computerized  Insurance 
Accounting  provides  batch  processing  services  for  the  insurance 
industry. 

• AMS  currently  has  545  employees,  distributed  by  operating  unit  as  follows; 


ARC/AMS 

400 

Micro-Magic 

35 

Frontier 

5 

Agency  Network  Services 

5 

Savage  Computers 

100 

Total 

545 

• ARC/AMS  competitors  include  AGENA  Corporation  (formerly  Safecom,  Inc.), 
Insurnet,  Delphi,  Redshaw,  EBS,  Gemini  (a  product  of  Aetna  Life  & Casualty), 
and  Applied  Systems,  Inc. 

KEY  PRODUCTS  AND  SERVICES 

• ARC/AMS  derived  approximately  60%  of  1986  revenue  from  the  sale  of  mini- 
computer and  microcomputer  turnkey  systems  and  40%  from  batch  and 
remote  batch  processing  services. 

ARC/AMS  developed  and  markets  the  ARC/AMS  Series/I  minicomputer 
turnkey  system  and  the  PathFinder  standalone  turnkey  system  for 
independent  insurance  agency  and  brokerage  management. 

. The  ARC/AMS  Series/I  is  a fully  Integrated  system  composed  of 
an  IBM  SerIes/1  minicomputer  and  ARC/AMS  software.  The 
system  will  handle  up  to  80  terminals  and  is  priced  from  $40,000 
depending  upon  the  number  of  terminals,  disks,  printers,  and 
options.  Currently,  over  400  Insurance  agents  are  using  the 
ARC/AMS  Series/I.  The  basic  system  includes  the  following 
integrated  modules: 

ARC/AMS  Accounting  function  features  on-line  entry  and 
processing  of  agency  receipts,  disbursements,  and  journal 
entries.  Transaction  registers  provide  audit  trails  for 
each  entry  identifying  the  source  of  transactions.  Man- 
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agement  reports  can  be  generated  on  request,  daily  or 
monthly. 

ARC/AMS  Billing  function  features  on-line  entry  of 
invoice  transactions  and  automatic  preparation  of  client 
invoices  that  generate  accounts  receivable,  accounts 
payable,  general  ledger,  direct  bill,  and  premium  and 
commission  statistical  entries.  Standard  production 
reports  are  provided  on  request  for  installment  and 
expiration  lists  with  sorts  by  company,  producer,  or  line 
of  business. 

ARC/AMS  Daily  Retrieval  function  provides  for  the 
storage  and  retrieval  of  client  policy  information.  An 
optional  Daily  Retrieval  System  is  available  for  agents 
with  multiple  locations  and  lines  of  business. 

ARC/AMS  Claims  function  provides  for  the  storage  and 
retrieval  of  information  on  open  and  closed  loss  claims. 

ARC/AMS  Client  Services  function  allows  an  agency  to 
maintain  client  profiles,  policy  information,  diary  and 
receivable  status,  claims  status,  and  provides  diary  and 
letter  writing  modules  for  sending  letters  and  memos. 

ARC/AMS  Diary  function  supports  agency  suspense  and 
follow-up  requirements  by  producing  follow-up  lists  and 
work  schedules  by  client,  employee  responsible,  or  other 
criteria.  Information  can  be  accessed  and  supplied  from 
the  ARC/AMS  Client  Services  System. 

ARC/AMS  Insured  Reporting  function  provides  printed 
reports  of  information  stored  in  the  name,  address,  and 
policy  files.  Information  can  be  selected  by  various 
criteria  and  printed  in  report,  file  folder,  or  moving  label 
format. 

ARC/AMS  System  Control  module  provides  agencies  with 
the  capability  of  customizing  their  system  modules  to 
accommodate  unique  procedures. 

Optional  modules  available  include  ARC/AMS  Letter 
Writer  for  word  processing  of  correspondence  and 
merging  with  client  or  prospect  lists  for  mass  mailings, 
ARC/AMS  Query  for  selecting  and  extracting  information 
from  other  modules  through  menu  options  or  agency- 
defined  selection  criteria,  and  ARC/AMS  Marketing 
which  combines  the  ARC/AMS  Prospecting  System  for 
selecting  and  targeting  of  reports  and  marketing  letters 
and  the  ARC/AMS  Sales  Analysis  System  for  providing 
statistics  on  agency  sales  and  marketing  performance. 
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A communications  interface  is  provided  for  communi- 
cating between  agents  and  the  companies  they  represent 
In  a batch  store  and  forward  mode  or  interactively  using 
the  Insurance  Value  Added  Network  Services  (IVANS). 

The  PathFinder  (formerly  ARC/AMS  Micro)  Is  a micro-based 
computer  turnkey  system  for  the  IBM  PC/AT.  The  PathFinder 
provides  a data  base  integrating  the  last  13  months  of  an 
agency’s  accounting  information  and  incorporates  IIR/ACORD 
Interface  standards.  The  functions  available  are  basically  the 
same  as  those  offered  on  the  Series/I  minicomputer  and  Include 
the  following; 

Accounting/Billing. 

Claims. 

Marketing. 

Daily  Retrieval. 

Diary. 

WORD  word  processing  package. 

MULTIPLAN  spreadsheet  program. 

Access  to  Frontier. 

Supports  up  to  20  terminals. 

Software  priced  at  $8,995. 

Monthly  software  support  priced  at  $165. 

There  are  over  1,000  micro-based  PathFinder  systems 
Installed. 


. The  Scout,  introduced  In  1987,  is  a micro-based  computer  turn- 
key system  for  the  IBM  PC/AT.  The  Scout  includes  many  of  the 
same  features  as  the  PathFinder  except  for  the  following; 

WORD  word  processing  option  priced  at  $495. 
MULTIPLAN  spreadsheet  option  priced  at  $175. 

Frontier  must  be  accessed  through  DOS. 

Supports  up  to  four  terminals. 

Software  priced  at  $5,995. 

Monthly  software  support  priced  at  $125. 

Scout  may  be  upgraded  to  PathFinder  at  any  time  for 
$4,995. 

There  are  currently  20  Scout  systems  Installed. 

ARC/AMS  provides  batch  and  remote  batch  processing  services  to  over 
5,000  Independent  Insurance  agents  in  the  U.S.  Called  "The  Batch 
Service,"  systems  available  Include; 

. Full  Basic  System;  generates  24  standard  accounting  and  man- 
agement reports  and  includes  31  optional  reports  and  services. 
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. TrimPak-1  System:  generates  16  standard  reports  and  certain 
options. 

. TrimPak-2  System:  includes  10  standard  reports  and  options  and 
is  designed  for  the  agent  requiring  the  accounts  receivable 
system  only. 

. Optional  systems  include: 

Agent-Rite  Claims  System. 

Payroll  Accounting  System. 

Consolidation  Package. 

Central  Management  Reporting  System. 

Surplus  Lines  Tax  Program. 

In  early  1986,  ARC/AMS  introduced  the  Pioneer  line  of  software 
products.  They  are  used  in  conjunction  with  ARC/AMS's  processing 
services  and  operate  on  the  IBM  PC,  PC/XT,  or  PC/AT  microcom- 
puters. 


Pioneer  I is  a repackaging  of  the  ARC/AMS  Batcher  PC. 
Features  include: 

Customer  statement. 

Aged  accounts  receivable. 

Accounts  current. 

Automated  invoicing. 

Pioneer  II  Includes  all  of  the  features  of  the  Pioneer  I and  adds:- 

Twelve  months  of  on-line  customer  history. 

Item  receivables. 

Bank  balance. 

Producer  balance. 

Multiple  workstations. 

Integrated  profile  and  word  processing  system. 

Custom  personalized  marketing  letter. 

Pioneer  III  includes  all  of  the  features  of  the  Pioneer  I and  II, 
and  adds  these  features: 

Balance  sheet. 

Profit  and  loss  statement. 

Producer  statements. 

On-demand  expiration  reports. 

Daily  management  summary. 

There  are  over  300  Pioneer  systems  installed.  Prices  for  the 
software  only  range  from  $995  to  $2,995. 
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ARC/AMS's  Automated  Insurance  Applications  is  a software  system 
that  automates  application  form  procedures  of  commercial  lines  insur- 
ance agencies.  Automated  Insurance  Applications  run  on  IBM  and  IBM- 
compatible  microcomputers. 

• Micro-Magic  derived  100%  of  1986  revenue  from  the  sale  of  rating  and  pros- 
pecting software. 

Micro-Magic's  Excel-0-Rater^“'  software  package  rates  Auto,  Non- 
Standard  Auto,  and  Homeowners  policies. 

. Features  include: 

Rates  up  to  15  companies  at  a time. 

Work  screens  modeled  after  standard  ACORD  application 
forms. 

Automatically  computes  rate  classes,  discounts,  and 
surcharges. 

"What-if"  feature. 

Form  letter  interface. 

. Excel-O-Rater  runs  on  IBM  PCs,  XTs,  ATs,  and  true  compati- 
bles. 

Micro-Magic's  File  Miner  software  package  is  a pre-qualifying-  data 
base. 


. Features  include; 

Built-in  word  processor. 

Report  generator. 

Form  letters. 

. File  Miner  runs  on  the  IBM  PC,  XT,  AT,  and  compatibles. 

• Frontier  provides  a generic  communications  interface  product  designed  for 
computers  that  allows  individual  agencies  to  communicate  directly  to  their 
main  office  using  IIR/ACORD  standards,  as  well  as  Integration  of  selected 
third-party  software  rating  packages. 

Frontier  allows  single-step  data  entry  and  is  designed  with  a com- 
pletely open  architecture  for  the  purpose  of  encouraging  third-party 
vendor  support  and  development. 

• ANS,  Inc.  provides  an  on-line  information  network  called  I-NET  which  was 
introduced  in  1 987. 


6 of  7 

September  1 987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


AGENCY  MANAGEMENT  SYSTEMS,  INC. 


Features  of  1-NET  include: 

. Motor  vehicle  reports. 

. Stock  quotes. 

. Electronic  mail. 

. Supply  ordering. 

. Credit  reports. 

I-NET  is  priced  at  $195  with  a minimum  monthly  usage  fee  of  $10. 
There  are  currently  over  50  users. 

1-NET  requires  an  IBM  or  compatible  system  with  512  Kb  memory,  one 
floppy  drive  or  external  fixed  disk,  video  display,  and  an  async  modem 
100%  compatible  with  the  Hayes  1200.  A dedicated  phone  line  is  not 
required. 

• Savage  Computers  provides  a rating  service  to  16  eastern  states.  Its  products 
include: 

The  Savage  Rating  System  which  provides  comparative  rating  capabili- 
ties to  the  eastern  states. 

A Home  Appraisal  package. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  AMS's  revenue  is  derived  from  the  agents/brokers 
insurance  industry  sector. 

GEOGRAPHIC  MARKETS 

• AMS  estimates  that  approximately  95%  of  their  revenue  is  derived  from 
across  the  U.S.  and  the  remaining  5%  from  Canada. 

Regional  sales  offices  are  located  in  Dallas  and  Atlanta. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• ARC/AMS  provides  batch  and  remote  batch  processing  services  from  its  data 
center  in  Bryan-Col lege  Station  (TX)  which  has  an  IBM  3031  installed. 
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COMPANY  PROFILE 


AlCORP,  INC.  Dr.  Larry  R.  Harris,  Office  of  the 

138  Technology  Drive  Chairman/Founder 

Waltham,  MA  02254-9748  Robert  N.  Goldman,  Office  of  the 

(61 7)  891  -6500  Chairman/President  & CEO 

Public  Corporation,  NASDAQ 
Total  Employees:  150(3/91) 
Total  Revenue,  Fiscal  Year  End 
3/31/91:  $22,557,000 


The  Company 


AlCorp  develops,  markets,  and  supports  knowledge- 
based/computer-aided  software  engineering  (knowledge- 
based/CASE)  application  development  tools. 

AlCorp's  strategy  includes  supporting  standard  data  processing 
environments,  providing  application  and  tool  portability,  adherence 
to  key  industry  standards,  developing  a multi-tiered  distribution 
channel,  and  offering  products  that  support  professional  application 
programmers  as  well  as  non-technical  end  users. 

AlCorp  was  founded  in  1975  as  Artificial  Intelligence  Corporation 
by  Larry  Harris  to  develop  INTELLECTi"^,  the  first  natural 
language  English  query  system  available  commercially. 
INTELLECT,  in  research  and  development  until  its  introduction  in 
early  1981,  is  now  installed  at  over  700  locations  worldwide. 

• In  June  1988,  AlCorp  introduced  its  second  product,  KBMS* *^ 
(Knowledge  Base  Management  System),  an  integrated 
programming  environment  for  application  development, 
implementation,  and  maintenance. 

• In  March  1990,  AlCorp  acquired  L'-CLASS  Expert  Systems,  Inc. 
of  Wayland  (MA),  a provider  of  software  products  that  allow 
users  to  build  and  maintain  knowledge-based  applications  for 
IBM  PCs  and  compatibles  and  DEC  VAX  systems. 

• In  June  1990,  AlCorp  made  an  initial  public  offering  of  2.3 
million  shares  of  common  stock.  Net  proceeds  to  the  company  of 
approximately  $12.6  million  are  being  used  for  general  corporate 
purposes. 
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AlCorp's  fiscal  1991  revenue  reached  $22.6  million,  a 49%  increase 
over  fiscal  1990  revenue  of  $15.1  million.  Net  income  for  fiscal 
1991  was  $3.4  million,  compared  to  net  income  of  $1  million  for 
fiscal  1990.  A five-year  financial  summary  follows: 


AlCORP,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/91 

3/90 

3/89 

3/88 

3/87 

Revenue 

$22,557 

$15,109 

$11,512 

$9,505 

$4,980 

• Percent  increase 
from  previous  year 

49% 

31% 

21% 

91% 

N/A 

Income  (loss)  before  taxes 

$3,860 

$1 ,097 

$54 

$1,120 

$(3,100) 

• Percent  increase 
(decrease)  from 
previous  year 

252% 

* 

(95%) 

104% 

N/A 

Net  income  (loss)  (a) 

$3,423 

$1,012 

$54 

$1,025 

$(3,100) 

• Percent  increase 
(decrease)  from 
previous  year 

238% 

* 

(95%) 

133% 

N/A 

Earnings  (loss)  per  share 

$0.40 

$0.14 

$0.01 

$0.14 

$(0.43) 

• Percent  increase 
(decrease)  from 
previous  year 

186% 

■k 

(93%) 

133% 

N/A 

Percent  change  exceeds  1,000%. 


(a)  Includes  tax  benefits  of  net  operating  loss  carryforwards  of  approximately  $1.1  million  in  fiscal 
1991,  $322,000  in  fiscal  1990,  and  $375,000  in  fiscal  1988. 

AlCorp  management  attributes  revenue  growth  in  fiscal  1991  to  the 

following: 

• Approximately  70%  ($5.2  million)  of  the  increase  was  a result  of 
increases  in  new  licenses  of  the  company's  products.  This  growth 
is  primarily  attributed  to  an  increase  in  the  number  of  new 
KBMS  software  licenses  on  each  of  the  product's  three  platforms 
(mainframe,  DEC  VAX  and  workstation,  and  PC),  increased 
revenues  from  the  INTELLECT  product,  and  the  addition  of  the 
Ist-CLASS  product  in  March  1990. 

• Revenues  from  renewal/maintenance  agreements  increased 
approximately  45%  ($1.6  million),  primarily  due  to  annual 
renewals  of  license  and  maintenance  agreements  from  a growing 
installed  base  of  KBMS  customers. 
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• Consulting,  education,  and  other  revenues  increased  by  69% 
($597,000)  in  fiscal  1991. 

• International  revenues  reached  $4  million  in  fiscal  1991, 
compared  to  $2.1  million  in  fiscal  1990.  AlCorp  management 
expects  international  revenues  to  comprise  an  increasing  portion 
of  total  revenues  because  of  recent  efforts  to  establish  new 
distributors,  and  investments  by  AlCorp  Europe  and  other 
independent  distributors  in  establishing  sales  and  support  offices 
in  different  countries. 

Revenue  for  the  nine  months  ending  December  31,  1991  was  $14.1 
million,  compared  to  $17  million  for  the  same  period  in  1990.  Net 
losses  of  $5.6  million  include  equity  in  losses  of  $3.4  million  from 
AlCorp  Europe,  AlCorp's  then  9%-owned  affiliate  and  largest 
independent  distributor. 

• Revenues  were  affected  by  the  continuing  trend  to  downsize 
hardware  from  mainframes  to  PCs.  The  majority  of  AlCorp's 
new  customers  are  buying  PC  rather  than  mainframe  copies  of 
the  company's  products  for  their  initial  application  development 
efforts. 

• In  December  1991,  AlCorp  acquired  the  remaining  91%  of 
AlCorp  Europe  for  800,000  shares  of  AlCorp  common  stock. 

As  of  March  31,  1991,  AlCorp  had  150  emoployees,  segmented  as 


• The  company  currently  has  150  employees  worldwide. 
AlCorp's  competitors  by  product  area  include  the  following: 

• IBM  mainframe  version  of  KBMS;  IBM,  AION  Corporation, 
and  Inference  Corporation 

• DEC  version  of  KBMS:  Inference  Corporation  and  Neuron 
Data 

• PC  version  of  KBMS  and  Ist-Class:  Information  Builders, 
Neuron  Data,  and  Texas  Instruments 


follows: 


Marketing,  sales,  and  support 
Research  and  development 
Corporate  and  administration 


95 

25 

30 

150 
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• INTELLECT:  AlCorp  believes  there  are  no  direct  competitors 
in  the  IBM  mainframe  market 


Approximately  70%  of  AlCorp's  fiscal  1991  revenue  was  derived 
from  new  systems  software  product  licenses,  23%  from 
renewal/maintenance  agreements,  and  7%  from  consulting  and 
education  professional  services  and  other,  which  includes  royalties 
from  third-party  sources. 

A three-year  summary  of  source  of  revenue  follows: 


AlCORP,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/91 

3/90 

3/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  product 
licenses 

$15.9 

70% 

$10.6 

70% 

$8.3 

72% 

Renewal/maintenance 

agreements 

5.2 

23% 

3.6 

24% 

2.6 

23% 

Consulting /ed  ucation 
and  other 

1.5 

7% 

0.9 

6% 

0.6 

5% 

TOTAL 

$22.6 

100% 

$15.1 

100% 

$11.5 

100% 

Through  fiscal  1987,  all  of  the  company's  software  product  license 
revenues  were  derived  from  sales  of  INTELLECT.  Since  fiscal 
1988,  revenues  derived  from  the  KBMS  product  line  have  grown 
rapidly,  while  revenues  derived  from  new  standalone  INTELLECT 
licenses  have  declined. 

• New  license  revenues  related  to  KBMS  were  $12.6  million  (80% 
of  new  license  revenues)  in  fiscal  1991,  $9.1  million  (86%  of  new 
license  revenues)  in  fiscal  1990,  and  $4.4  million  (54%  of  new 
license  revenues)  in  fiscal  1989. 

• New  license  revenues  related  to  INTELLECT  were  $2.6  million 
(16%  of  new  license  revenues)  in  fiscal  1991,  $1.5  million  (14% 
of  new  license  revenues)  in  fiscal  1990,  and  $3.8  million  (46%  of 
new  license  revenues)  in  fiscal  1989. 


Key  Products  and 
Services 
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KBMS  is  a complete  programming  environment  for  the 
development,  implementation,  and  maintenance  of  knowledge- 
based  applications. 

• KBMS  uses  an  inference  engine  that  implements  a set  of 
reasoning  methodologies  and  applies  them  to  a knowledge  base. 
The  system  also  incorporates  advanced  graphical  user  interface 
features  and  an  English  language  capability. 

• KBMS  automatically  accesses  standard  data  bases  and  can 
interact  with  traditional  software  applications. 

• The  system  was  designed  to  be  portable  among  different 
hardware  and  software  platforms.  KBMS  currently  supports 
MVS/ESA,  MVS/SP,  and  VM  in  the  IBM  mainframe 
environment;  VMS  in  the  DEC  environment;  and  OS/2 
Extended  Edition,  OS/2  Standard  Edition,  and  DOS  in  the  PC 
environment.  During  the  quarter  ending  June  30,  1991,  AlCorp 
announced  a working  model  of  KBMS  on  the  Sun 
SPARCstation-the  company's  first  version  of  KBMS  for  the 
UNIX  operating  system. 

• Other  recent  announcements  include: 

- A Windows  3.0  version  of  KBMS 

- Cooperative  processing  capabilities  for  KBMS 

- AlCorp  named  to  DEC'S  Cooperative  Marketing  Program  for 
KBMS 

• Initial  license  fees  for  KBMS  on  an  IBM  mainframe  range  from 
$90,000  to  $250,000  depending  on  the  configuration.  For  a DEC 
system,  initial  license  fees  range  from  $9,500  to  $125,000,  and  for 
a PC,  from  $5,000  to  $7,500. 

INTELLECT  is  a natural  language  query  system  that  provides  users 
with  conversational  English  language  access  to  information  stored 
in  corporate  data  bases. 

• INTELLECT  is  available  only  on  IBM  mainframes,  either  as  a 
standalone  product  or  as  an  option  to  KBMS. 

• The  initial  license  fee  for  the  standalone  INTELLECT  product  is 
$65,000. 

AlCorp's  L‘-CLASS  product,  acquired  in  March  1990,  is  designed 
for  users  with  little  or  no  programming  experience  to  build  and 
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Industry  Markets 


maintain  knowledge-based  applications  for  IBM  PCs  and 
compatibles  under  MS-DOS  or  OS/2,  and  DEC  VAX  systems 
under  VMS. 

• License  fees  range  from  $995  to  $2,495  on  PCs  and  from  $2,500 
to  $45,000  on  DEC  systems. 

• Approximately  8,000  systems  have  been  sold  to  date. 

AlCorp  offers  various  support  services,  including  consulting, 
education,  and  maintenance.  Software  products  are  covered  by  a 
90-day  limited  warranty.  Maintenance  and  support  for  products  are 
provided  as  part  of  the  annual  license  fee  AlCorp  charges  for 
mainframe  customers  and  under  annual  service  contracts  for  PC 
customers. 


AlCorp  derives  its  revenue  from  clients  across  industries. 

• Manufacturing,  insurance,  and  banking  and  other  financial 
services  clients  represent  approximately  50%  of  AlCorp's 
business. 

• Clients  in  transportation,  utilities,  government,  consumer  goods 
and  services,  communications,  retail  distribution,  and  other 
industries  make  up  the  remaining  50%. 

KBMS  is  installed  at  customer  sites  in  a wide  range  of  industries, 
including  insurance  and  financial  services,  transportation,  health 
care,  telecommunications,  manufacturing,  public  utilities,  and 
government.  KBMS  is  used  in  areas  such  as  underwriting, 
scheduling,  pricing,  routing  and  distribution,  forecasting,  marketing, 
and  logistics. 

• Current  KBMS  users  include  Bethlehem  Steel,  British  Telecom, 
Conrail,  CSX,  Dean  Witter,  DuPont,  Fleet/Norstar,  Frito-Lay, 
London  Life,  Mass  Mutual,  MCI,  Mercedes  Benz,  The  Travelers, 
the  U.S.  Army,  and  the  U.S.  Department  of  State. 

AlCorp  has  various  marketing  relationships  with  IBM  (OS/2  and 
RS/6000  Application  Developer's  Assistance  Programs  and 
AD/Cycle  program),  DEC  (Cooperative  Marketing  Program), 
LEGENT  Corporation,  and  Oracle  Systems  Corporation. 
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Geographic  Approximately  82%  of  AlCorp's  fiscal  1991  revenue  was  derived 

Markets  from  North  America  and  18%  from  international  sources.  A three- 

year  geographic  source  of  revenue  summary  follows: 


AlCORP,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/91 

3/90 

3/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$18.6 

82% 

$13.0 

86% 

$10.3 

90% 

Europe 

3.6 

16% 

1.9 

13% 

1.2 

10% 

Other 

0.4 

2% 

0.2 

1% 

- 

- 

TOTAL 

$22.6 

100% 

$15.1 

100% 

$11.5 

100% 

U.S.  offices  are  in  Atlanta,  Boston,  Chicago,  Dallas,  Denver, 
Detroit,  Los  Angeles,  New  York  City,  Philadelphia,  San  Francisco, 
and  Washington,  D.C. 

AlCorp  Canada,  Inc.,  the  company's  Canadian  subsidiary,  is 
headquartered  in  Scarborough,  Ontario. 

In  December  1991,  AlCorp  acquired  the  remaining  91%  interest  in 
AlCorp  Europe,  its  largest  independent  distributor.  AlCorp 
Europe  has  wholly  owned  subsidiaries  in  the  U.K.,  Germany, 
France,  and  the  Benelux  countries. 

AlCorp  also  has  independent  distributors  in  Italy,  Scandinavia, 
Switzerland,  and  Australia. 
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COMPANY  PROFILE 


AlCORP,  INC.  Dr.  Larry  R.  Harris,  Office  of  the 

100  Fifth  Avenue  Chairman/Founder 

Waltham,  MA  02254-9156  Robert  N.  Goldman,  Office  of  the 

(617)  890-8400  Chairman/President  & CEO 

Private  Corporation 
Total  Employees:  140 
Total  Revenue,  Fiscal  Year  End 
3/31/90:  $18,000,000* * 

’INPUT  estimate 


The  Company  AlCorp  has  developed  and  markets  an  expert  system  development 

tool  and  an  artificid  intelligence-based  natural  language  system. 
The  software  products  are  targeted  primarily  to  Fortune  1000 
companies. 

• AlCorp  was  founded  in  1975  as  Artificial  Intelligence 
Corporation  by  Larry  Harris  to  develop  INTELLECT™,  the 
first  natural  language  English  query  system  available 
commercially.  INTELLECT,  in  research  and  development 
until  its  introduction  in  early  1981,  is  now  installed  at  over  700 
locations  worldwide. 

• In  June  1988,  AlCorp  introduced  its  second  product,  KBMS^ 
(Knowledge  Base  Management  System),  an  IBM-based  expert 
system  application  development  tool. 

- KBMS  was  the  result  of  the  development  efforts  of  a 
consortium  of  corporate  partners  formed  by  AlCorp  in  mid- 
1987.  Consortium  members  included  Transamerica 
Insurance  Group,  Southern  California  Edison,  and  Liberty 
Mutual  Insurance  Co. 

- Each  corporate  member  of  the  KBMS  Consortium  had  a 
financial  investment  in  the  software  development  effort  and 
identified  a pilot  application  within  its  organization  to  test 
the  product.  In  return  for  their  investments,  members 
received  a prototype  version  of  KBMS  prior  to  its 
commercial  release  and  up  to  six  months  of  on-site 
consulting  by  AlCorp. 

• In  March  1990,  AlCorp  acquired  P‘-CLASS  Expert  Systems, 
Inc.  of  Wayland  (MA),  a prov'der  of  software  products  that 
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allow  users  to  build  and  maintain  knowledge  base  applications 
for  IBM  PCs  and  compatibles  and  DEC  VAX  systems. 

INPUT  estimates  AlCorp's  fiscal  1990  revenue  reached  $18 
million,  a 38%  increase  over  fiscal  1989  revenue  of  $13  million.  A 
three-year  summary  of  source  of  revenue,  as  estimated  by  INPUT, 
follows: 


AlCORP,  INC. 

THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

3/90 

3/89 

3/88 

Revenue 

• Percent  increase 

$18.0 

$13.0 

$10.0 

from  previous  year 

38% 

30% 

N/A 

AlCorp  management  attributes  the  company's  growth  to  the 
continued  expansion  of  its  product  line  and  the  growing 
acceptance  of  artificial  intelligence  technology  in  the  marketplace. 

In  November  1989,  AlCorp  and  Oracle  announced  a joint 
marketing  agreement  whereby  AlCorp  is  participating  in  Oracle's 
IBM  Independent  Software  Vendor  (ISV)  and  DEC  VAX  Oracle 
Solutions  Vendor  (OSV)  programs. 

• AlCorp  will  develop  interfaces  between  KBMS,  INTELLECT, 
and  Oracle's  ORACLE  relational  data  base  management 
system  for  IBM  mainframe  and  DEC  VAX  environments.  The 
sales  forces  of  both  companies  will  jointly  market  each  other's 
products. 

AlCorp's  primary  competitor  is  IBM. 


Key  Products  and  One  hundred  percent  of  AlCorp's  revenue  is  derived  from  its 
Services  systems  software  products  (75%)  and  associated  support  services 

(25%). 

KBMS  is  a knowledge  base  application  development  tool  for 
building  large-scale  expert  systems  in  the  IBM  mainframe 
environment. 


Page  2 of  4 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


March  1990 


AlCORP,  INC. 


INPUT 


Industry  Markets 


Geographic 

Markets 


• KBMS  runs  on  IBM  mainframes  under  MVS/XA,  MVS,  and 
VM;  IBM  PC  and  PS/2  systems  under  OS/2  and  MS-DOS;  and 
DEC  VAX  systems  under  VMS. 

• There  are  currently  over  80  mainframe  and  130  microcomputer 
installations  of  KBMS. 

• KMBS  is  installed  at  customer  sites  in  a wide  range  of 
industries,  including  insurance  and  financial  services, 
transportation,  telecommunications,  manufacturing,  public 
utilities,  and  government.  KBMS  is  used  in  areas  such  as 
underwriting,  scheduling,  pricing,  routing  and  distribution, 
forecasting,  marketing,  and  logistics. 

INTELLECT  is  an  artificial-intelligence-based  natural  language 
system  that  enables  business  users  to  access  and  analyze  corporate 
data  in  plain  English. 

• INTELLECT  runs  on  IBM  mainframes  under  MVS/XA,  MVS, 
and  VM;  and  IBM  PCs  under  OS/2  and  MS-DOS. 

• INTELLECT  is  currently  used  at  over  700  sites  worldwide  in 
industries  - including  automotive,  aerospace,  banking, 
chemicals,  insurance,  health  care,  manufacturing,  utilities  - and 
in  government. 

As  a result  of  the  acquisition  of  P*-CLASS  Expert  Systems  in 
March  1990,  AlCorp  also  offers  several  products  that  allow  users 
to  build  and  maintain  knowledge  base  applications  for  IBM  PCs 
and  compatibles  and  DEC  VAX  systems. 

• Thes  products  include  Ist-CLASS,  Ist-CLASS  FUSION,  and 
Ist-CLASS  HT. 

• Approximately  8,000  systems  have  been  sold  to  date. 


AlCorp  derives  its  revenue  from  clients  across  industries. 

KBMS  clients  include  The  Travelers,  Southern  California  Edison, 
Burlington  Northern  Railroad,  Morgan  Stanley,  Union  Carbide, 
MCI  Telecommunications,  UNUM  Corporation,  Royal  Insurance, 
and  British  Gas. 


Approximately  80%  of  AlCorp's  fiscal  1990  revenue  was  derived 
from  the  U.S.  and  20%  from  international  sources. 
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North  American  offices  are  located  in  Atlanta,  Boston,  Cleveland, 
Chicago,  Dallas,  Detroit,  Los  Angeles,  New  York  City, 
Philadelphia,  San  Francisco,  Seattle,  Stamford,  Washington,  D.C., 
and  Toronto  (Canada). 

AlCorp,  Europe  has  offices  in  the  U.K.,  West  Germany,  France, 
and  Holland  and  has  distributors  in  Australia,  Italy,  Scandinavia, 
and  Switzerland. 
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COMPANY  BRIEF 


Cross  Industry:  Systems  Software 


Airus  Inc. 

10200  S.  W.  Nimbus  Avenue 
Suite  G-5 

Portland,  OR  97223 
(503)  620-7000 

CEO:  Barry  S.  Obrand,  President 
Private  Company 
Founded:  July  1985 

Employees:  12(1  1/86) 

Revenue  (FYE  7/31/86):  $860,000  in  seed  capital  and  venture  capital  funding  to 

date.  Product  revenue  minimal 


The  Company:  Airus  specializes  in  interactive  processing  technology  and  application 
software  products 

Sources  of  Revenue: 

Systems  and  Application  Software  (100%) 

Key  Products: 

Software  Products 

• Airus  A,  software  technology  to  improve  communication  between  a user  and 
his  computer  system.  Available  to  OEMs  and  software  manufacturers 

• AhTypist,  word  processing  package  using  intuitive  processing  (utilizes  IBM  PC 
and  compatibles  with  MS-DOS  2.0  or  greater) 

• Write  Now,  intuitive  writing  program  and  spell  checker  (utilizes  IBM  PC  and 
compatibles  with  MS-DOS  2.0  or  greater) 

• Detente,  memory-resident  MS-DOS  operating  system  enhancement  (utilizes 
IBM  PC  and  compatibles  with  MS-DOS  2.0  or  greater) 

Geographic  Markets: 

- U.S.  (100%) 

Significant  Events: 

- Introduced  first  product,  AhTypist,  in  November  1985 

Introduced  other  three  products  in  September  I 986 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Process  Manufacturing 


Albert  Ramond  and  Associates 
5005  Newport  Drive 
Rolling  Meadows,  IL  60008 
(312)  577-6868 

CEO:  J.  Joseph  McGuan,  President 
Private  Company 
Founded:  1916 

Employees:  12-15(12/86) 

Revenue  (FYE  10/31/86):  $1,000,000* 


The  Company:  Albert  Ramond  and  Associates  provides  maintenance  management 
professional  services  and  applications  software  products  to 
manufacturers  of  steel,  food,  pulp  and  paper,  chemical,  and 
pharmaceutical  products 

Sources  of  Revenue: 

- Professional  Services  (85%) 

Application  Software  (15%) 

Key  Products  and  Services: 

- Application  Software  (Utilizes  IBM  System/34,  36,  and  38,  Wang  VS  Series,  NCR 
minicomputers,  and  the  DEC  VAX  family  of  computers) 

• RAMPS  is  an  on-line  interactive  maintenance  management  system.  RAMPS  is 
comprised  of  the  following  four  interrelated  data  bases: 

Work  Order 
Control  Information 

- Parts  Inventory 

- Equipment  History 

- Professional  Services 

• Albert  Ramond  and  Associates  provides  custom  software  development  and 
modification  of  its  maintenance  management  software,  in  addition  to  systems 
consulting  services  and  maintenance  management  consulting  services 

Target  Industries: 

Discrete  manufacturing,  including  steel,  food,  pulp  and  paper,  chemical,  and 

pharmaceutical  companies 

Mining 


*1NPUT  estimate 


December  1 986 


Geographic  Markets: 

U.S.  (95%),  Includes  Puerto  Rico 
Non-U.S.  (5%),  includes  Canada 
Direct  Sales  (100%) 
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COMPANY  PROFILE 


ALDUS  CORPORATION  Paul  Brainerd,  President  and  CEO 

41 1 First  Avenue  South  Public  Corporation,  NASDAQ 


Seattle,  WA  98104 
(206)  622-5500 

Total  Employees:  952(12/91) 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $167,530,000 

The  Company 

Aldus  Corporation,  formed  in  1984,  markets  and  supports  desktop 
publishing  and  graphics  software  products.  Over  one  million  units 
of  its  flagship  product,  Aldus  PageMaker'^,  have  been  shipped 
worldwide. 

The  company's  goal  is  to  be  the  first-to-market  with  updated 
versions  of  its  products  that  directly  respond  to  expressed  customer 
needs  and  to  be  first  or  second  in  market  share  for  each  product 
category  the  company  enters. 

During  1991,  Aldus  implemented  several  complementary  strategies 
in  response  to  recessionary  and  market  pressures  as  follows: 

• Anticipating  a decline  in  computer  retail  store  sales,  Aldus  began 
developing  partnerships  with  other  channels  of  distribution  in  the 
U.S.  software  market,  notably  mail-order  companies  and 
superstores,  and  launched  several  merchandising  and 
promotional  campaigns. 

• In  late  1991,  Aldus  prepared  a major  direct  mail  campaign  to 
generate  new  sales  from  Aldus'  existing  installed  base  of 
registered  users. 

• Aldus  released  13  products  during  1991,  including  updates  to 
each  existing  product,  and  Windows  versions  of  several  products. 

• Aldus  has  expanded  its  international  operations  by  opening 
another  sales  office  in  Canada,  a subsidiary  in  Australia,  a 
subsidiary  in  the  Netherlands  serving  the  Benelux  countries,  and 
a joint  venture  in  Japan. 

Acquisitions  made  by  Aldus  include  the  following: 

• In  July  1991,  Aldus  acquired  the  marketing  rights  to  Emulation 
Technologies'  page-imposition  software.  Now  called  Aldus 
PressWise,  the  product  is  scheduled  for  release  during  1992. 
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• In  May  1991,  Aldus  acquired  exclusive  worldwide  publishing 
rights  to  PhotoStyler  from  U-Lead  Systems.  Now  called  Aldus 
PhotoStyler,  the  product  is  a full-color  image  processing  program 
running  under  Windows  3.0  and  3.1. 

• In  February  1990,  Aldus  acquired  Silicon  Beach  Software  Inc.  of 
San  Diego  (CA)  for  approximately  981,000  million  shares  of 
Aldus  common  stock  in  a pooling-of-interests  transaction. 

- Silicon  Beach  Software  develops  and  publishes  graphics 
applications  software  products  for  the  Macintosh  and  IBM 
PCs  running  Windows. 

- Silicon  Beach  Software  now  operates  as  a wholly  owned 
subsidiary  of  Aldus. 

Aldus'  1991  revenue  reached  $165.5  million,  a 24%  increase  over 
1990  revenue  of  $135.0  million.  Net  income  remained  flat  at 
approximately  $23.8  million.  In  the  five-year  summary  that  follows, 
financials  prior  to  1991  have  been  restated  to  reflect  the  pooling-of- 
interests  acquisition  of  Silicon  Beach  Software. 


ALDUS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

$167.5 

$135.0 

$98.6 

$84.1 

$44.0 

• Percent  increase 
from  previous  year 

24% 

37% 

17% 

91% 

266% 

Income  before  taxes 

$34.7 

$35.3 

$25.5 

$21.6 

$12.5 

• Percent  increase 
(decrease)  from 
previous  year 

(2%) 

38% 

18% 

73% 

205% 

Net  income 

$23.8 

$23.8 

$17.1 

$14.8 

$8.3 

• Percent  increase 
from  previous  year 

“ 

39% 

16% 

79% 

236% 

Earnings  per  share 

$1.54 

$1.63 

$1.22 

$1.06 

$0.63 

• Percent  increase 
(decrease)  from 
previous  year 

(6%) 

34% 

15% 

68% 

215% 

Aldus  management  attributes  1991  results  to  the  following: 

• Revenue  growth  was  attributed  primarily  to  increased  unit 
volume.  Aldus'  product  line  continued  to  expand  in  1991  with 
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the  addition  of  Aldus  Persuasion  2.0  for  Windows,  Aldus  Gallery 
Effects  1.0,  Aldus  PageMaker  Database  Edition,  Aldus 
PhotoStyler  1.1,  Aldus  FreeHand  3.0  for  Windows,  and  a 
Japanese  version  of  PageMaker  for  Windows. 

• Enhancements  to  existing  products  included  the  release  of 
PageMaker  4.0  for  Windows,  two  releases  of  PageMaker  for  the 
Macintosh,  two  releases  of  Aldus  FreeHand  for  the  Macintosh, 
PrePrint  1.5  for  the  Macintosh,  Personal  Press  1.1  for  the 
Macintosh,  SuperPaint  3.0  for  the  Macintosh,  and  SuperCard  1.6 
for  the  Macintosh. 

• PageMaker  4.0  for  Windows  contributed  significantly  to  the 
growth  in  1991  sales,  through  sales  of  the  full  product  as  well  as 
upgrades.  Sales  of  the  new  releases  of  Aldus  Freehand  for  the 
Macintosh  and  Persuasion  3.0  for  Windows  also  helped  push 
sales  beyond  1990  levels. 

• Sales  grew  more  slowly  in  1991  compared  with  1990  due  to 
recessionary  conditions  in  Aldus'  domestic  and  European 
markets  in  the  second  half  of  1991,  particularly  in  the  U.K., 
Sweden,  and  France. 

- International  sales  were  $81.4  million  in  1991,  a 24%  increase 
over  $65.2  million  in  1990.  The  growth  can  be  attributed 
primarily  to  strong  sales  growth  in  the  German  subsidiary  as 
well  as  from  the  Pacific  Rim  division.  This  growth  was 
partially  offset  by  weak  economies  in  areas  serviced  by  Aldus' 
other  European  subsidiaries. 

• Operating  expenses  grew  at  a faster  rate  than  revenue,  with 
additional  spending  related  to  developing  new  products  and  to 
marketing  and  advertising  1991  product  releases.  Sales  and 
marketing  expenses  rose  30%  to  $57.2  million. 

• Research  and  development  expenses  were  approximately  $14.1 
million  (8%  of  revenue)  in  1991,  compared  to  $11.7  million  (9% 
of  revenue)  in  1990,  and  $8.7  million  (9%  of  revenue)  in  1989. 

Revenue  for  the  three  months  ending  March  27,  1992  reached  $44.1 
million,  a 9%  increase  over  $40.3  million  for  the  same  period  in 
1991.  Net  income  was  $4.7  million,  compared  to  $6.3  million  for  the 
same  period  a year  ago. 

As  of  December  31,  1991,  Aldus  had  952  employees  (715  U.S.  and 
237  in  Europe).  The  company  currently  has  approximately  950 
employees. 
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Key  Products  and 
Services 


One  hundred  percent  of  Aldus'  1991  revenue  was  derived  from 
applications  software  products. 

Aldus  PageMaker,  introduced  in  July  1985,  sets  up  the  computer 
screen  as  an  electronic  paste-up  board  and  gives  the  user  a toolbox 
of  design  aids  for  electronic  page  composition. 

• PageMaker  allows  the  user  to  design,  lay  out,  and  produce  high- 
quality  printed  communications  such  as  newsletters,  brochures, 
manuals,  and  other  more  complex  technical  documents. 

• Aldus  PageMaker  4.2  for  the  Macintosh  (released  in  December 
1991)  and  4.0  for  DOS  Windows  (released  in  February  1991)  are 
the  current  versions  of  the  original  PageMaker. 

• During  1991,  Aldus  introduced  its  "Additions"  technology,  which 
allows  third-party  software  developers  to  easily  add  functions  to 
PageMaker. 

■ During  1991,  Aldus  obtained  the  right  to  distribute  PageAhead 
Software  Corporation's  PageAhead  product,  which  Aldus  now 
markets  as  the  PageMaker  Database  Edition.  The  product 
allows  users  to  import  data  from  a number  of  popular  data  base 
programs  and  present  the  information  in  professional-looking 
documents. 

• Over  675,000  units  of  PageMaker  have  been  shipped  worldwide. 
The  product  is  available  in  18  language  versions,  including  the 
major  European  languages,  and  Japanese,  Chinese,  and  Russian. 

Aldus  FreeHand*^  is  a Macintosh  drawing  program  that  combines 
advanced  text  manipulation  with  freehand  sketching  and  drawing 
tools,  color  support,  and  special-effects  features.  Aldus  FreeHand 
for  the  Macintosh  version  3.1  was  released  in  December  1991  along 
with  the  initial  version  of  Aldus  FreeHand  for  Windows.  The 
Macintosh  version  is  available  in  nine  languages. 

Aldus  Persuasion*^  is  a desktop  presentation  program  that 
automates  the  process  of  creating  visual  aids  for  presentations.  It  is 
available  in  eight  language  versions.  The  current  version  for  the 
Macintosh,  Persuasion  2.1,  began  shipping  in  December  1991. 
Persuasion  2.0  for  Windows,  the  first  version  for  the  Windows 
platform  was  released  in  May  1991  and  updated  to  version  2.1  in 
February  1992. 

Aldus  PhotoStyler'*’*^  is  a full-color  image-processing  application  for 
Windows  that  allows  a user  to  adjust,  retouch,  composite,  or  create 
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from  scratch  full-color  images  for  desktop  publications  and 
presentations. 

Aldus  PrePrint"™,  released  in  June  1990,  is  used  to  generate  four- 
color  separations  of  entire  publications,  including  text,  illustrations, 
and  photographs.  The  product  is  designed  specifically  to  work  with 
Aldus  PageMaker  for  the  Macintosh. 

Silicon  Beach  Software  Products: 

Aldus  SuperPaint’^  combines  painting  and  drawing  capabilities  in  a 
single  program  for  Macintosh  general  business  users  and  graphics 
professionals.  Version  3.0  was  released  in  September  1991. 

Aldus  Digital  Darkroom™  is  an  image  processing  program  for  the 
Macintosh  that  functions  as  a computerized  darkroom  for 
enhancing,  retouching,  and  composing  grayscale  and  bitmapped 
images. 

Aldus  Super  3D™  is  three-dimensional  modeling  and  animation 
software  for  architects,  engineers,  designers,  and  others  with  3-D 
modeling  needs. 

Aldus  Personal  Press'*'^  for  the  Macintosh  is  an  entry-level  page 
layout  program  for  new  desktop  publishers.  It  offers  predesigned 
templates  and  automated  features  for  quick  assembly  of  printed 
materials. 

Aldus  Gallery  Effects'^  allows  graphics  designers  working  on  a 
Macintosh  to  transform  color  and  grayscale  bitmapped  images  into 
sophisticated  art.  Each  edition  offers  special  effects  designed  to 
extend  the  capabilities  of  existing  graphics  software. 

Support  services  available  from  Aldus  include  the  following: 

• Domestically,  all  newly  registered  Aldus  product  users  in  the 
U.S.  receive  90  days  of  free  telephone  technical  support. 
Additional  support  is  available  to  registered  users  through  the 
CustomerFirst  extended  support  program.  For  registered  users 
not  covered  under  the  CustomerFirst  program,  technical  support 
is  available  through  a 900  telephone  number. 

• The  Aldus  Discover  series  of  training  materials,  available  directly 
from  Aldus  and  educational  resellers,  provides  training  and 
support  for  Aldus  PageMaker,  Aldus  FreeHand,  and  Persuasion 
on  both  the  Windows  and  Macintosh  platforms.  Aldus  Discover- 
based  training  is  offered  through  Aldus  Authorized  Trainers, 
educational  institutions,  and  dealers. 
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Aldus  Corporate  Services,  for  corporations  using  Aldus  products, 
offers  technical  assistance,  training  packages,  and  written 
materials  for  corporate  information  centers  and  support  groups. 


Industry  Markets  Aldus'  products  are  used  by  business  and  other  professionals  across 

industries. 


Geographic  Approximately  51%  of  Aldus'  1991  revenue  was  derived  from  the 

Markets  U.S.  and  49%  from  international  sources. 


ALDUS  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

$86.1 

51% 

$69.8 

52% 

$52.0 

53% 

International  (a) 

81.4 

49% 

65.2 

48% 

46.6 

47% 

TOTAL 

$167.5 

100% 

$135.0 

100% 

$98.6 

100% 

(a)  Includes  European  revenue  of  $65.4  million,  $54.4  million,  and  $37.5  million,  for  1991,  1990,  and 
1989,  respectively. 


Aldus  distributes  its  products  primarily  through  distributors, 
resellers,  and  OEMs. 

• Aldus  markets  its  products  in  the  domestic  retail  channel  through 
national  distributors,  large-volume  resellers  (e.g..  Egghead),  and 
independent  resellers. 

• Throughout  1991,  Aldus  had  distribution  agreements  with 
Ingram  Micro  and  Merisel.  Ingram  Micro  accounted  for  17%, 
16%,  and  17%  of  consolidated  net  sales  during  1991,  1990,  and 
1989,  respectively. 

• Aldus  also  markets  its  products  domestically  through  corporate 
reseller  chains  (Corporate  Software,  Softmart,  and  Software 
Spectrum),  superstores  (Comp  USA  and  Computer  City),  and 
through  mail  order  houses  (Macwarehouse). 

Outside  the  U.S.,  Aldus  localizes  its  retail  products,  including  user 
messages  and  documentation,  for  distribution  in  other  countries. 
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Aldus  Europe  localizes  Aldus  software  and  documentation  into 
European  languages. 

Aldus  France,  Aldus  Germany,  Aldus  Sweden,  Aldus  Benelux, 
Aldus  Australia,  and  Aldus  U.K.  provide  sales,  distribution, 
marketing,  and  technical  support  for  Aldus  products  in  their 
respective  regional  markets,  Aldus  has  established  sales  offices 
in  Canada,  Spain,  and  Italy  to  assist  in  the  promotion  of  sales 
through  authorized  distributors. 

In  April  1992,  Aldus  announced  the  formation  of  Aldus  K.K.,  a 
Tokyo-based  joint  venture  with  something  good  inc.  Aldus  K.K. 
will  be  responsible  for  the  development,  marketing,  sales,  and 
customer  support  of  Japanese-language  versions  of  Aldus 
products.  Aldus  has  had  various  agreements  with  something 
good  inc.  since  1989. 

Aldus  distributes  its  products  throughout  the  remaining 
international  markets  through  authorized  distributors. 
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ALDUS  CORPORATION 

41 1 First  Avenue  South 
Seattle,  WA  98104 
(206)  622-5500 


Paul  Brainerd,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  809  (12/90) 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $134,983,000 


The  Company  Aldus  Corporation,  formed  in  1984,  markets  and  supports  desktop 

publishing  and  graphics  software  products.  Over  675,000  units  of  its 
flagship  product,  Aldus  PageMaker^^,  have  been  shipped  worldwide. 

Acquisitions  made  by  Aldus  include  the  following: 

• In  May  1991,  Aldus  acquired  exclusive  worldwide  publishing 
rights  to  PhotoStyler  from  U-Lead  Systems.  Photstyler  is  a full- 
color  image  processing  program  running  under  Windows  3.0. 

• In  February  1990,  Aldus  acquired  Silicon  Beach  Software  Inc.  of 
San  Diego  (CA)  for  approximately  1.2  million  shares  of  Aldus 
common  stock  in  a pooling-of-interests  transaction. 

- Silicon  Beach  Software  develops  and  publishes  graphics 
application  software  products  for  the  Macintosh. 

- Silicon  Beach  Software  had  1989  revenue  of  approximately 
$10.8  million  and  net  income  of  2.7  million. 

- Silicon  Beach  Software  now  operates  as  a subsidiary  of  Aldus. 

Aldus'  1990  revenue  reached  $135.0  million,  a 37%  increase  over 
$98.6  million  for  1989.  Net  income  rose  39%,  from  $17.1  million  in 
1989  to  $23.8  million  in  1990.  In  the  five-year  summary  that  follows, 
financials  have  been  restated  to  reflect  the  pooling-of-interests 
acquisition  of  Silicon  Beach  Software. 
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ALDUS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

1986 

Revenue 

• Percent  increase 

$135.0 

$98.6 

$84.1 

$44.0 

$12.0 

from  previous  year 

37% 

17% 

91% 

266% 

N/A 

Income  before  taxes 
• Percent  increase 

$35.3 

$25.5 

$21.6 

$12.5 

$4.1 

from  previous  year 

38% 

18% 

73% 

205% 

N/A 

Net  income 

$23.8 

$17.1 

$14.8 

$8.3 

$2.5 

• Percent  increase 
from  previous  year 

39% 

16% 

79% 

236% 

N/A 

• Net  margin 

* 

16% 

16% 

14% 

14% 

Earnings  per  share 

$1.63 

$1.22 

$1.06 

$0.63 

$0.20 

• Percent  increase 
from  previous  year 

34% 

15% 

68% 

215% 

N/A 

Aldus  management  attributes  1990  results  to  the  following: 

• Revenue  growth  was  attributed  primarily  to  increased  unit 
volume.  Sales  were  boosted  by  the  release  of  Aldus  PageMaker 
4.0  for  the  Macintosh  in  May  and  Aldus  PageMaker  3.01  for 
Microsoft  Windows  3.0  in  June,  as  well  as  the  growing  popularity 
of  Aldus  Freehand  and  Aldus  Persuasion.  Secondary  factors 
included  an  increase  in  the  price  of  Aldus  PageMaker  4.0  for  the 
Macintosh,  upgrade  revenue,  and  the  favorable  effects  of  foreign 
currency  fluctuations  during  the  year. 

• Aldus'  emphasis  on  the  international  market  has  contributed 
significantly  to  the  growth  in  sales.  International  sales  were  $65.2 
million  in  1990,  a 40%  over  $46.6  million  for  1989.  The  growth 
can  be  attributed  primarily  to  the  expansion  into  additional 
European  and  Pacific  Rim  markets  and  the  continuing 
introduction  of  Aldus  products  localized  for  individual  countries 
and  their  languages. 

- A French  subsidiary  began  operations  in  April  1990,  an 
addition  to  other  European  subsidiaries  in  the  U.K.,  Germany, 
Sweden,  and  Scotland. 

- During  1989,  an  agreement  was  signed  between  Aldus  and 
Something  Good  Inc.  for  the  codevelopment  and  distribution 
of  Japanese-language  versions  of  certain  Aldus  products. 
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Research  and  development  expenses  were  approximately  $11.7 
million  (9%  of  revenue)  in  1990,  $8.7  million  (9%  of  revenue)  in 
1989,  and  $6.7  million  (8%  of  revenue)  in  198^ 

Revenue  for  the  six  months  ending  June  1991  reached  $84.5  million, 
a 44%  increase  over  $58.7  million  for  the  same  period  in  1990.  Net 
income  rose  45%,  from  $9.6  million  to  $13.9  million. 

As  of  December  31,  1990,  Aldus  had  809  employees  (607  U.S.  and 
202  in  Europe).  The  company  currently  has  approximately  850 
employees. 


One  hundred  percent  of  Aldus'  1990  revenue  was  derived  from 
application  software  products. 

Aldus  PageMaker,  introduced  in  July  1985,  sets  up  the  computer 
screen  as  an  electronic  paste-up  board  and  gives  the  user  a toolbox 
of  design  aids  for  electronic  page  composition. 

• PageMaker  allows  the  user  to  design,  layout,  and  produce  high- 
quality  printed  communications  such  as  newsletters,  brochures, 
proposals,  manuals,  and  other  technical  documents. 

• Aldus  PageMaker  4.0  for  the  Macintosh,  4.0  for  DOS  Windows, 
and  3.01  for  OS/2  Presentation  Manager  are  the  current  versions 
of  the  original  PageMaker. 

• Over  675,000  units  of  PageMaker  have  been  shipped  worldwide. 
The  product  is  available  in  19  language  versions,  including  the 
major  European  languages,  as  well  as  Japanese,  Chinese,  and 
Russian. 

• PageMaker  sales  contributed  66%  to  Aldus'  total  1990  revenue. 

Aldus  FreeHand^^  is  a Macintosh  drawing  program  acquired  from 
Altsys  Corporation  in  1987.  Aldus  FreeHand  combines  advanced 
text  manipulation  with  freehand  sketching  and  drawing  tools,  color 
support,  and  special-effects  features.  It  is  available  in  nine  language 
versions. 

Aldus  Persuasion^  acquired  in  1988,  is  a desktop  presentations 
program  that  automates  the  process  of  creating  visual  aids  for 
presentations.  It  is  available  in  eight  language  versions. 

Aldus  Preprint™,  released  in  June  1990,  is  used  to  generate  four- 
color  separations  of  entire  publications,  including  text,  illustrations, 
and  photographs. 
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Aldus  SuperPaint*^  combines  painting  and  drawing  capabilities  in  a 
single  program  for  Macintosh  general  business  users  and  graphics 
professionals. 

Aldus  SuperCard^  is  a Macintosh  hypermedia  authoring  toolkit  for 
creating  customized  applications  such  as  multimedia  presentations, 
interactive  training  projects,  and  front  ends  to  other  information 
sources,  such  as  data  bases. 

Aldus  Digital  Darkroom™  is  grayscale  image-processing  software 
for  the  Macintosh  used  to  enhance  and  compose  scanned 
photographs  and  other  bit-mapped  graphics. 

Aldus  Super  3D™  is  three-dimensional  modeling  and  animation 
software  for  architects,  engineers,  designers,  and  others  with  3-D 
modeling  needs. 

Aldus  Personal  Press™  is  an  entry-level,  page-layout  program  for 
the  casual  user. 

Support  services  available  from  Aldus  include  the  following: 

• All  newly  registered  Aldus  product  users  receive  90  days  of  free 
telephone  technical  support.  Additional  support  is  available  to 
registered  users  through  the  CustomerFirst  extended  support 
program  or  through  a 900  telephone  number.  All  newly 
registered  Silicon  Beach  Software  product  users  receive  free 
telephone  technical  support. 

• The  Aldus  Discover  Series  provides  training  and  support 
materials  for  instructor-led  classes  on  Aldus  PageMaker  and 
Aldus  FreeHand.  Discover  Aldus  Persuasion  provides  training 
and  support  for  Aldus  Persuasion.  Aldus  Corporate  Services,  for 
corporations  using  Aldus  products,  offers  technical  assistance, 
training  packages,  and  written  materials  for  corporate 
information  centers  and  support  groups. 


Aldus'  products  are  used  by  business  and  other  professionals  across 
industries. 


Approximately  52%  of  Aldus'  1990  revenue  was  derived  from  the 
U.S.  and  48%  from  international  sources. 
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ALDUS  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1990 

1989 

1988 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$79.8 

52% 

$52.0 

53% 

$51.8 

62% 

International  (a) 

65.2 

48% 

46.6 

47% 

32.3 

38% 

TOTAL 

$135.0 

100% 

$98.6 

100% 

$84.1 

100% 

(a)  Includes  European  revenue  of  $54.4  million,  $37.5  miilion,  and  $27.3  miliion  for  1990,  1989,  and 
1988,  respectively. 


Aldus  distributes  its  products  primarily  through  distributors, 

resellers,  and  OEMs. 

• Aldus  markets  its  products  in  the  domestic  retail  channel  through 
national  distributors,  large-volume  resellers  (e.g..  Egghead, 
ComputerLand,  and  Businessland),  and  independent  resellers. 

• Ingram  Micro  accounted  for  16%  and  17%  of  consolidated  net 
sales  during  1990  and  1989,  respectively. 

• Aldus  also  markets  its  products  domestically  through  corporate 
reseller  chains  (Corporate  Software,  Softmart,  and  Software 
Spectrum),  and  through  superstores  (Software  House). 

Outside  the  U.S.,  Aldus  localizes  its  retail  products,  including  user 

messages  and  documentation,  for  distribution  in  other  countries. 

• Aldus  Europe  localizes  Aldus  software  and  documentation  into 
European  languages. 

• Aldus  France,  Aldus  Germany,  Aldus  Sweden,  and  Aldus  U.K. 
provide  sales,  distribution,  marketing,  and  technical  support  for 
Aldus  products  in  their  respectively  regional  markets. 

• Something  Good,  Inc.  provides  development  and  distribution  of 
Japanese  versions  of  certain  Aldus  products  in  Japan. 

■ Aldus  distributes  its  products  throughout  the  remaining 
international  markets  through  authorized  distributors. 
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ALLTEL  Information 

Services,  Inc. 

President:  William  L.  Cravens 

SVP,  Business 

Development:  Jeffrey  H.  Fox 

4001  Rodney  Parham  Road 
Little  Rock,  AR  72212-2496 
Phone:  (501)  220-5100 

Fax:  (501)220-4673 

Internet:  http://www.alltel.com 

^UtEC 

INFORMATION  SERVICES 

Status:  Subsidiary 

Parent:  ALLTEL  Corporation 

Employees:  7,500  (8/96) 

Revenue:  $926,300,000 

Fiscal  Year  End: 12/31/95 

Key  Points 

• ALLTEL  Information  Services,  Inc.  provides 
application  software,  information  processing 
management,  and  outsourcing  services  to 
multiple  industries. 

• During  1995,  the  company  changed  its  name 
from  Systematics  Information  Services,  Inc. 
to  ALLTEL  Information  Services,  Inc. 

• In  August  1996,  ALLTEL  Information 
Services  announced  its  Enterprise  Network 


Services  Division  that  offers  network 
consulting,  integration,  and  operations 
services. 

• In  July  1996,  the  company  signed  its  first 
international  telecommunications 
outsourcing  contract  to  support  the 
Philipino  Telephone  Corporation  (Piltel). 

• In  April  1996,  the  Healthcare  Division 
announced  ALLSourcing™,  a comprehensive 
package  of  health  care  IT  products  and 
technology  capabilities. 

• In  March  1996,  the  company’s  Global 
Financial  Division  announced  Millennium 
Managements*^’  , a service  to  provide  a 
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software  application  solution  for  the 
accommodation  of  the  year  2000. 

• In  March  1996,  ALLTEL  Information 
Services  entered  into  an  agreement  with 
Five  Paces,  Inc.  to  provide  secure  software, 
technical  support  and  processing, 
implementation,  and  consulting  services  for 
financial  services  companies  offering 
services  over  the  Internet. 

Company  Description 

ALLTEL  Information  Services,  Inc.,  through 
its  operating  divisions  and  subsidiaries, 
provides  advanced  application  software, 
information  processing  management,  and 
outsourcing  services  to  the  financial  services, 
mortgage,  telecommunications,  and  health 
care  industries. 

The  company  was  founded  in  1968  as 
Systematics  Information  Services,  Inc.  and 
was  acquired  by  ALLTEL  Corporation  of 
Little  Rock  (AR)  in  1990  in  a pooling-of- 
interests  transaction  valued  at  $500  million. 

• ALLTEL,  with  1995  revenue  of  $3.1  billion, 
provides  local  and  long-distance  telephone 
service,  information  services,  cellular 
service,  and  product  distribution. 

• The  information  services  sector  has  become 
an  increasingly  important  contributor  to 
ALLTEL’s  growth,  and  in  1995  accounted 
for  approximately  30%  of  ALLTEL’s 
revenue,  up  from  29%  in  1994. 

Organization  and  Structure 

ALLTEL  Information  Services  is  organized 
into  six  market-focused  divisions — Financial 
Services  Division,  Global  Financial  Division, 
Telecom  Division,  Mortgage  Division,  the 
Healthcare  Division,  and  the  Enterprise 
Network  Services  Division.  Each  of  these 


divisions  offers  software  products  as  well  as 
outsourcing  and  consulting  services. 

Headquarter  support  divisions  and  groups 
include  Human  Resources  and 
Communications,  Business  Development, 
Shared  Services  Division,  and  Legal. 

A business  model  of  the  organization  appears 
on  the  following  page. 

• The  Financial  Services  Division, 
headquartered  in  Little  Rock  (AR),  provides 
total  information-based  solutions,  including 
outsourcing  services,  application  software 
products,  training,  and  professional  services 
to  institutions  in  the  financial  services 
industry  with  assets  under  $30  billion.  This 
division  includes  Sales,  Outsourcing 
Services,  Software  Services,  Marketing, 
Development/Support,  Client/Server 
Development  Support  Center,  and 
Community  Bank  Groups. 

• The  Global  Financial  Division, 
headquartered  in  Little  Rock  (AR),  provides 
application  software,  outsourcing  services, 
and  support  services  to  U.S.  financial 
institutions  of  $30  billion  or  more,  financial 
institutions  outside  the  U.S.,  U.S. -based 
subsidiaries  of  international  institutions, 
and  others  that  engage  in  significant 
international  banking  activities. 

- This  division  includes  International 
Outsourcing;  Strategic  Planning;  Asia 
Region;  Europe,  Middle  East,  and  Africa 
Region;  Global  and  Major  Accounts 
Operations;  Client  Operations;  Sales; 
Marketing  and  Sales  Support;  and 
Wholesale  Banking. 

- The  Global  Financial  Division  serves 
customers  in  40  countries  outside  the  U.S. 
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• The  Telecom  Division,  headquartered  in 
Little  Rock  (AR),  j : ovides  software  and 
outsourcing  services  to  wireline  and  wireless 
telephone  companies  in  the  U.S.  and  around 
the  world. 

• The  Mortgage  Division  (formerly  Computer 
Power,  Inc.),  headquartered  in  Jacksonville 
(FL),  is  the  largest  U.S.  provider  of 
mortgage  application  software  and 
processing  services  to  firms  handling 
residential  mortgage  loans. 

• The  Healthcare  Division,  headquai’tered  in 
Little  Rock  (AR),  provides  a range  of  health 
care  information  technology  management 
services  and  application  software  through 
its  ALLSourcing  product  package.  These 
products  range  from  the  division’s  TDS  7000 
Series®  patient-care-based  information 
software  line  to  facilities  management, 
remote  processing,  network  management, 
disaster  recovery,  hardware  maintenance, 
business  reengineering,  and  other  IT 
management  services. 

• The  Enterprise  Network  Services  Division, 
headquartered  in  Little  Rock  (AR),  provides 
network  consulting,  systems  integration, 
and  operations  services  to  all  businesses 
that  ALLTEL  serves. 

Company  Strategy 

ALLTEL  Information  Services’  current 
strategy  is  to  expand  in  its  chosen  markets — 
financial  services  providers,  mortgage 
companies,  telecommunications  companies 
(wireline  and  wireless),  and  health  care 
providers — and  to  seek  markets  in  other 
business  sectors  that  are  synergistic  with  its 
expertise. 

ALLTEL  Information  Services  continues  to 
enhance  its  application  software  offerings  to 


keep  itself  competitive  and  up  to  date.  Next 
to  its  investment  in  people,  the  company’s 
largest  investment  has  always  been  in  its 
software  and  technology. 

ALLTEL  Information  Services  has  been 
expanding  its  software  through  acquisitions, 
investments,  and  licensing  agreements.  The 
company  continues  to  form  agreements  with 
third-party  providers  to  assist  its  customers 
with  niche  products  and  services. 

Financials 

Total  1995  revenue  reached  $926.3  million,  an 
8%  increase  over  1994  revenue  of  $861.5 
million.  Operating  income  rose  2%,  from 
$129.8  million  in  1994  to  $132.0  million  in 
1995. 

A five-year  financial  summary  is  shown  on  the 
following  page. 

The  1995  revenue  increase  was  primarily 
attributed  to  growth  in  telecommunications 
and  health  care  outsourcing  operations. 

• Telecommunications  revenues  increased 
primarily  due  to  volume  growth  in  existing 
data  processing  contracts  and  the  addition 
of  an  outsourcing  contract  with  Citizens 
Telecom. 

• Health  care  revenue  increased  primarily 
due  to  the  acquisition  of  Medical  Data 
Technology  in  1994  and  the  steady  growth  of 
long-term  outsourcing  contracts. 

• Additional  software  maintenance  revenue 
and  an  increase  in  the  number  of  mortgage 
loans  processed  also  contributed  to  the 
increase  in  revenue. 
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ALLTEL  Information  Services,  Inc, 
Five-Year  Financial  Summary 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$926.3 

$861.5 

$677.8 

$569.0 

$477.0 

• Percent  change  from 
previous  year 

8% 

27% 

19% 

19% 

41% 

Operating  income 

$132.0 

$129.8 

$116.6 

$94 

$56 

• Percent  change  from 
previous  year 

2% 

11% 

23% 

70% 

27% 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1996  reached  $460  million,  a 3%  increase  over 
$446  million  for  the  same  period  in  1995. 
Operating  income  for  the  period  rose  15%,  to 
$65  million. 

Market  Financials 

The  company  markets  its  products  and 
services  to  the  financial,  mortgage, 
telecommunications,  and  health  care 
industries. 

Approximately  43%  of  ALLTEL  Information 
Services’  1995  revenue  was  derived  from  the 
banking  industry  (down  from  49%  in  1994), 
and  57%  was  from  newer  business  areas  such 
as  telecommunications  and  health  care.  A 
further  breakdown  of  1995  revenue  follows; 


Banking 43% 

Telecom 24% 

Mortgage 16% 

Health  care 11% 

International 6% 

100% 


Primary  markets  for  ALLTEL  Information 

Services  divisions  are  described  below: 

• Financial  Services  Division — U.S.  financial 
services  industry  players  with  assets  under 
$30  billion 

• Global  Financial  Division — The  nation’s 
commercial  banks  and  financial  and  savings 
institutions  outside  the  U.S. — primarily 
Europe,  Asia,  and  South  America 

• Telecom  Division — The  top  150  telephone 
companies  and  top  50  cellular  companies  in 
the  U.S. 

• Mortgage  Division — Financial  institutions, 
originating  or  servicing  single-family 
mortgage  loans,  that  have  sold  the  loans  in 
the  secondary  market  while  continuing  to 
service  the  loans 

• Healthcare  Division — Single-  (hospital)  and 
multi-site  health  care  facilities  in  the  U.S., 
Canada,  the  U.K.,  and  continental  Europe 

• Enterprise  Network  Services — Marketed  to 
all  industries  served  by  ALLTEL 
Information  Services 
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Revenue  Analysis  by  Product  Line 

INPUT  estimates  that  approximately  77%  of 
ALLTEL  Information  Services’  1995  revenue 
was  derived  from  systems  operations,  21% 
from  application  software  products,  and  2% 
from  consulting,  education,  training,  and 
disaster  recovery  planning. 

Geographic  Markets 

ALLTEL  Information  Services  serves 
customers  in  49  states  and  in  44  countries 
outside  the  U.S. 

Acquisitions  and  Divestitures 

In  May  1995,  ALLTEL  Information  Services 
acquired  Vertex  Business  Systems,  Inc.  of 
New  York,  a provider  of  international  banking 
software  products  and  services.  Vertex  is  now 
operated  as  part  of  ALLTEL  Information 
Services  Global  Division. 

In  November  1994,  ALLTEL  Information 
Services  acquired  Medical  Data  Technology,  a 
privately  held  New  Jersey  company  that 
provides  information  processing  services  to  17 
hospitals  in  the  northeastern  U.S. 

In  October  1995,  ALLTEL  Information 
Services  sold  its  Document  Management 
Services  Division  (DMS)  to  Fiserv,  an 
independent  provider  of  financial  data 
processing  systems. 

Employees 

ALLTEL  Information  Services  currently  has 
approximately  7,500  employees. 

Key  Products  and  Services 

ALLTEL  Information  Services’  products  and 
services  are  designed  for  the  financial 
industry  (banks,  savings  institutions,  credit 
unions,  mortgage  service,  and  finance 
companies),  the  telecommunications  industry 
(wireline  and  wireless  companies),  and  the 


health  care  industry  (hospitals  and  nursing 
homes). 

ALLTEL  Information  Services  provides  on- 
site and  remote  outsourcing  services  to 
financial  institutions,  mortgage  companies, 
health  care  providers,  and  wireless  and 
wireline  telephone  companies. 

• The  company  staffs,  equips,  and  operates 
information  processing  centers  thi'ough 
which  it  provides  these  services. 

• Information  processing  contracts  are 
typically  for  a multiyear  period. 

Financial  Services  Division 

In  the  financial  services  arena,  ALLTEL 
Information  Services  offers  the  following 
products  and  services: 

• On-site  and  remote  processing  services  as 
well  as  single  application  outsourcing 
services 

• A complete  set  of  integrated  banking  and 
financial  applications  software,  termed 
Systematics  Financial  Software,  targeted  at 
financial  services  companies  and  financial 
institutions  with  under  $30  billion  in  assets. 
The  Financial  Services  Division  also 
provides  consulting  services  to  community 
banks  and  larger  banks. 

- The  software  products  run  on  IBM 
mainframes  under  DOSA^SE,  VM,  and 
MVS  and  client/server  platforms. 

- All  applications  are  available  through  the 
Outsourcing  Services  Group  and  may  be 
purchased  as  individual  software  products 
or  as  a total  integrated  system.  All 
products  are  backed  by  training, 
documentation,  product  enhancements, 
support,  and  consulting. 
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• ALLTEL  Information  Services  also  markets 
the  Horizon  Banking  System,  a multibank, 
multibranch  system  for  community  banks 
with  $50  million  to  over  $1  billion  in  assets. 
Horizon  is  an  AS/400-based  system 
available  as  an  in-house,  remote,  or  on-site 
outsourcing  solution. 

The  Financial  Services  Division  recently 
introduced  Call  Center  Solutions,  a package 
for  call  centers  including  total  call  center 
management,  implementation  services,  and 
technology,  and  Customer  Service 
Workstation,  a call  center  sales  and  servicing 
tool. 

Further  product  announcements  include: 

• An  Internet  banking  package — ^Includes  Five 
Paces  secure  Internet  banking  applications, 
technical  support  and  processing, 
implementation,  and  consulting 

• Systematics  information  warehouse 
facility — Uses  a UNIX-based  relational 
database  structure  to  consolidate  data  from 
multiple  applications,  vendors,  and 
platforms  quickly  and  easily 

• The  Executive  Notebook — Provides  a 
graphical  interface  that  allows  mid-  to 
senior-level  management  to  drill  down  to 
the  next  lower  level  of  detail 

The  Community  Bank  Group  of  the  Financial 
Services  Division  made  the  following 
announcements: 

• Executive  Information  Services  (EIS) — A PC- 
based  application  that  allows  executives  to 
analyze  their  financial  position  quickly  and 
easily 

• Imaging  Solu  tions  for  Proof  of  Deposit  and 
Image  Statements — PC  software  and 
hardware  to  manage  check  processing 


• A cash  management  solution  that  includes 
account  reconciliation,  remote  ACH 
acquisition,  and  balance  reporting 

Disaster  Recovery 

Customers,  primarily  financial  institutions, 
may  subscribe  to  either  a shell  facility  or  a 
fully  equipped  facility,  generally  for  a term  of 
five  years. 

Disaster  backup  services  are  marketed  only  to 
ALLTEL  Information  Services’  contract 
clients  in  all  industries  served. 

Training  Services 

ALLTEL  Information  Services  assists 
financial  services  clients  in  implementing 
training  in  their  organizations. 

Training  services  assistance  includes: 

• Assessing  needs 

• Developing  strategy 

• Developing/customizing  courses  and  course 
materials 

• Training  coaching  trainers 

• Post-conversion  training  reviews 

Formal  courses  are  offered  through  ALLTEL 
Information  Services’  Career  Development 
Center  in  Little  Rock,  providing  training 
support  for  ALLTEL  Information  Services’ 
software  products  to  employees  and  clients. 

Branch  Automation  Services 

ALLTEL  Information  Services’  branch 
automation  solution  is  a set  of  products  that 
operate  on  PC  LANs  in  branch  offices  and 
that  are  compatible  with  ALLTEL 
Information  Services’  host  banking 
applications. 

• ALLTEL  Information  Services  provides  an 
authoring  tool,  model  applications  for  teller 
and  platform  functions,  and  the  host 
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connectivity  software  that  allows  the 
branches  to  access  the  central  mainframe 
computer. 

To  reduce  the  risk  and  time  to  implement  a 
branch  automation  system,  ALLTEL 
Information  Services  provides  complete 
turnkey  or  partial  systems  integration 
services. 

Global  Financial  Division 

The  Global  Financial  Division  offers  a range 
of  software  and  consulting  services. 

Software 

ALLTEL  Information  Services  provides  a 
complete  set  of  integrated  banking  and 
financial  application  software  known  as 
Systematics  Financial  Software,  targeted  at 
U.S.  financial  institutions  of  $30  billion  or 
more,  financial  institutions  outside  the  U.S., 
U.S. -based  subsidiaries  of  international 
institutions,  and  others  that  engage  in 
significant  international  banking  activities. 

• The  software  products  run  on  IBM 
mainframes  under  DOSA^SE,  \TVI,  and  MVS 
and  client/server  platforms. 

• All  applications  are  available  through  the 
Global  Financial  Division  and  may  be 
purchased  as  individual  software  products 
or  as  a total  integrated  system.  All  products 
are  backed  by  training,  documentation, 
product  enhancements,  support,  and 
consulting. 

• International  capabilities  for  ALLTEL 
Information  Services’  software  include  an 
Origination  and  Warehouse  System, 
Translator  Facility,  and  multicurrency 
features. 

• ALLTEL’s  wholesale  banking  software  is 
modular  or  a fully  integrated,  multicurrency 
package  designed  to  run  in  a PC  LAN, 


UNIX,  or  IBM  AS/400  environment. 

ALLTEL  recently  purchased  Vertex,  which 
supplies  complete  multicurrency  solutions 
for  the  dealing  room,  treasury,  and 
commercial  operations  of  international 
banks.  Vertex’s  complete  range  of  wholesale 
banking  products  run  on  both  the 
mainframe  and  client/server  UNIX  and  PC 
platforms. 

Consulting  Services 

ALLTEL  Information  Services  provides  a 
range  of  consulting  services  that  address 
business  issues  and  the  application  of 
technology  to  improve  productivity  and 
financial  performance  of  U.S.  and 
international  institutions. 

• The  services  are  geared  to  the  financial 
industry,  where  ALLTEL  Information 
Services  offers  applications  software 
solutions. 

• Consultants  are  experienced,  successful 
bankers. 

ALLTEL  Information  Services’  business 
consulting  services  focus  on  the  following 
banking  lines; 

• Back-office  operations 

• Retail  banking  and  delivery  systems 

• Lending  and  loan  operations 

• MIS  and  technology" 

In  March  1996,  the  Global  Financial  Division 
announced  Millennium  Management,  a new 
service  for  financial  institutions  that  provides 
a solution  for  software  applications  that  have 
not  been  corrected  to  accommodate  the  year 
2000. 

• ALLTEL  Information  Services  provides 
project  management,  staff  resources,  and 
toolsets  to  manage  code  analyses  and 
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modification  on  all  types  of  software 
systems. 

• ALLTEL  has  licensed  CAP  GEMINI 
America’s  integrated  toolset  for  use  under 
Millennium  Management. 

• The  company  also  has  an  agreement  with 
Information  Management  Resources  (IMR) 
to  jointly  provide  year  2000  solutions  using 
IMR’s  offshore  capabilities  and 
Transforin2000™  conversion  toolset. 

Telecom  Division 

ALLTEL  Information  Services’  Telecom 
Division  develops  and  markets  billing  services 
and  customer  care  software,  as  well  as  data 
processing  and  outsourcing  services,  for 
wireless  and  wireline  telecommunications 
companies. 

Products  and  services  offered  include: 

• Full,  remote,  and  partial  information 
outsourcing  services 

• Virtuoso®  wireless  customer  service  and 
billing  softw’are  acquired  from  C-TEC  in 
1990.  Virtuoso  is  an  information 
management  system  for  IBM  AS/400  and 
mainframe  computers  targeted  to  wireless 
telephone  companies. 

• Virtuoso  1,  which  is  being  developed  by  the 
Telecom  division  as  a client/server-based 
customer  care  and  billing  information 
management  system 

• CAMS  (Customer  Account  Management 
System)  Wireline  software 

• Software  development,  customization,  and 
maintenance  support  systems 

• Systems  integration  and  output  processing 
(mail  services) 


• Business  process  reengineering  and 
consulting 

• Training 

• Disaster  recovery  services 

Mortgage  Division 

ALLTEL  Information  Services’  Mortgage 
Division  is  a leading  provider  of  data 
processing  services  and  application  software 
and  systems  to  financial  institutions 
originating  and/or  servicing  single-family 
mortgage  loans,  that  have  sold  the  loans  in 
the  secondary  market  while  continuing  to 
service  the  loans.  Other  services  include 
consulting,  training,  and  portfolio  conversion. 

The  division  also  offers  an  integrated  package 
of  information  processing  solutions  as  follows: 

• Loan  Origination — F rom  laptop  origination 
through  closing 

• Secondary  Marketing — Complete  risk 
analysis  and  position  management, 
including  delivery  and  post-closing 
document  tracking 

• Loan  Servicing — Customer  service,  escrow 
management,  default  management,  investor 
reporting  and  accounting,  cash 
management,  and  interfaces  to  ALLTEL 
Information  Services’  retail  systems 

• Support  Services — Consulting,  training, 
conversion  and  acquisition  services,  and 
customized  business  solutions 

• Management  Services — ^Full  outsourcing, 
remote  processing  options.  Executive 
Decision  Making  Support,  Portfolio 
Evaluation,  and  Disaster  Recovery 

Over  the  past  year,  the  Mortgage  Division 
announced  several  new  products,  including: 
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• CPI  Passport™ — A mortgage  information 
warehouse  complete  with  a graphical  user 
interface,  to  assist  mortgage  hankers  in 
analyzing  competition,  market  shifts, 
regulatory  requirements,  and  other  trends 

• CPI  Navigator™ — An  electronic  library  of 
product  documentation 

• CPI  Director™ — An  integrated  workflow 
system  scheduled  for  release  in  the  third 
quarter  of  1996 

• ALLTEL  Interview™ — Designed  as  a 
traveling  sales  office  incorporating  all  the 
tools  that  a loan  originator  needs  for  laptop 
point-of-entry  in  a Windows-based 
environment 

• ALLTEL  Interchange™ — An  open,  value- 
added  EDI  network  linking  loan  originators, 
lenders,  investors,  and  mortgage  service 
providers  nationwide 

• ALLTEL  InterAct™ — Automates  new 
mortgage  loan  processing 

Healthcare  Division 

ALLTEL  Information  Services’  Healthcare 
Division  provides  information  technology 
management  services  and  applications 
software  to  medium  to  large  health  care 
organizations  throughout  North  America  and 
Europe  using  its  new  IT  management  concept, 
ALLSourcing. 

• ALLSourcing  uses  a wide  range  of 
expertise  and  services  available  through 
the  various  ALLTEL  Information  Systems 
divisions  and  ALLTEL  Corporation.  It 
includes  a management  system  for  health 
care,  information  and  business, 
telecommunications,  and  network 
management. 


• Software  is  typically  licensed  to  hospitals 
under  perpetual  license  agreements. 

Other  services  include: 

• Facilities  management — Contracts  in  which 
the  division  assumes  total  responsibility  for 
a customer’s  information  management 
operation  are  typically  for  five  to  seven 
years. 

• Remote  processing  through  the  Medical 
Data  Technology  subsidiary 

• Network  design,  implementation,  and 
management 

• Disaster  recovery 

• Software  and  hardware 
maintenance — Normally  contracted  for 
periods  of  five  to  seven  years 

• Business  reengineering 

• Implementation 

• Training 

• Consulting 

• Charter  Program — Contracts  in  which 
customers  receive  new  software  products 
and  new  software  releases  for  a fixed  annual 
fee  are  typically  for  five  to  seven  years. 

• Other  IT  management  services 

The  TDS  7000  Sei'ies®  is  a patient  care- 
centered  health  care  enterprise  information 
system  with  full  functional  support  for 
physicians,  nurses,  and  other  clinicians,  based 
on  a single,  integrated  Permanent  Patient 
Record  (PPR). 

• The  PPR  can  maintain  as  many  as  16 
million  patients  on-line,  in  real  time. 
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• The  TDS  7000  Series  operates  on  IBM 
S/390-based  enterprise  servers  (in-house  or 
remote);  IBM  RS/6000,  IBM  PCs  and 
compatibles;  mobile-computing  products 
from  LXE,  Proxim,  Fujitsu,  and  IBM;  and 
uses  Lexmark,  Genicom,  or  Hewlett- 
Packard  laser  printers. 

• The  TDS  7000  Series  is  compatible  with  the 
ISM  OS/390,  MVS/ESA,  and  VSE/ESA 
environments;  RS/6000,  AIX  operating 
system;  IBM  PC,  DOS;  Microsoft  Windows 
3.1,  3.1.1,  Windows  95,  and  Windows  NT; 
portable  wireless  environments;  and 
Microsoft  Windows  for  Pen  Computing. 

• The  TDS  7000  Series  was  released  in  1990 
as  the  successor  to  the  TDS  health  care  4000 
System.  This  division  continues  to  support 
the  TDS  Healthcare  4000  System  as  its 
clients  migrate  to  the  TDS  7000  Series. 

Enterprise  Network  Services  Division 

ALLTEL  Information  Services’  new 
Enterprise  Network  Services  Division  offers 
network  consulting,  integration,  and 
operations  services  on  a global  basis. 

This  division  wall  focus  on  helping  customers 
improve  service  levels  and  maximize 
productivity  through  design,  implementation, 
and  management  of  voice,  data,  and  video 
networks. 

Clients 

ALLTEL  Information  Services  has  existing 
contracts  with  over  1,200  customers  in  44 
countries. 

Major  contracts  segmented  by  market  include: 

Financial — NationsBank,  Citibank,  Barclays, 
Chase,  National  Australia  Bank, 

Westdeutsche  Landesbank  Girozentrale,  Bank 
Leumi  Trust  Co.,  Rockland  Trust  Co., 
NordlandsBanken  AS,  and  Banco  de  Credito 


Telecom — Bell  South  Cellular  Corp.,  C-TEC 
Corporation,  Citizens  Utilities,  GTE  Personal 
Communications,  One  2 One  (U.K.),  Piltel 
(Philippines),  Wireless  One,  ALLTEL 
Telephone  Services,  and  xXLLTEL  Mobile 

Mortgage — BancBoston  Mortgage 
Corporation,  Atlantic  Mortgage  and 
Investment  Corporation,  and  Norwest 
Mortgage 

Health  care — St.  Joseph’s  Hospital  of 
Parkersburg,  Mount  Sinai  Medical  Center, 
Baystate  Health  Systems,  Inc.,  Centre 
Hospitaller  Intercommunal  Toulon  La  Seyne- 
sur-Mer,  Wirral  Hospital  NHS  Trust,  and 
Region  2 Hospital  Corporation  (Canada) 

Marketing  and  Sales 

ALLTEL  Information  Services  has  domestic 
sales  offices  in  Little  Rock  (AR),  Dallas  (TX), 
Los  Angeles  (CA),  New  York  (NY), 
Jacksonville  and  Orlando  (FL),  and  Atlanta 
(GA).  Regional  offices  in  the  U.K.,  Belgium, 
France,  Spain,  Thailand,  the  Philippines, 
Indonesia,  Hong  Kong,  and  Singapore  handle 
sales  and  support  in  those  regions. 

In  1994,  the  Global  Financial  Division 
established  a major  accounts  program  focused 
on  global  financial  organizations.  The 
company  now  has  customers  in  44  countries 
around  the  world  and  employees  based  in  12 
countries. 

Alliances 

In  March  1996,  ALLTEL  and  Information 
Management  Resources  (IMR)  entered  into  an 
agreement  to  jointly  provide  Year  2000 
solutions  using  IMR’s  offshore  capabilities 
and  Transform.2000™  integrated  Year  2000 
conversion  toolset.  IMR  has  been  providing 
large-scale,  full  life  cycle  Year  2000  conversion 
solutions  since  1994. 
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In  March  1996,  ALLTEL  Information  Services 
and  Five  Paces,  Inc.  entered  into  an  alliance 
to  offer  secure  software,  technical  support  and 
processing,  implementation,  and  consulting 
services  for  secure  Internet  banking. 

Competition 

ALLTEL  Information  Services’  major 
competitors  in  the  financial  services  industry 
include  Electi'onic  Data  Systems,  IBM  ISSC, 
Fiserv,  and  Hogan  Systems. 

INPUT  Assessment 

ALLTEL  Information  Services  is  a very  strong 
player  in  the  financial  services  outsourcing 
market.  The  company  has  strategically 
implemented  a business  model  whereby  each 
of  its  divisions  is  able  to  offer  a suite  of 
software  products  as  well  as  outsourcing 
services  to  customers. 

Some  of  ALLTEL  Information  Services’  major 
strengths  include: 

• Proven  technology  and  products 

• Commitment  to  the  customer 

• Quality  service 

• Expertise  in  multiple  industries 

• Proven  outsourcing  model 

• Worldwide  sales  and  support  capability 


Parent  Company 

ALLTEL  Corporation 
One  Allied  Drive 
Little  Rock,  AR  72202 
(501)  661-8000 
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Chairman  & CEO:  John  E.  Steuri 

Vice  Chairman 

& COO:  William  L.  Cravens 

4001  Rodney  Parham  Road 
Little  Rock,  AR  72212-2496 
Phone:  (501)  220-5100 

Fax:  (501)  220-4673 


^uxEi: 

INFORMATION  SERVIOES 


Status: 

Parent; 

Employees: 

Revenue: 

Fiscal  Year  End: 


Subsidiary 
ALLTEL  Corporation 
8,000  (12/94) 
$ 862,000,000 
12/31/94 


• In  an  effort  to  focus  on  its  vertical  markets, 
ALLTEL  Information  Services  has 
restructured  its  organization  to  form  five 
market-focused  divisions. 


Key  Points 

• ALLTEL  Information  Services  provides 
application  software,  information  processing 
management  and  outsourcing  services  to 
multiple  industries. 

• During  1995,  the  company  changed  its  name 
from  Systematics  Information  Services,  Inc. 
to  ALLTEL  Information  Services,  Inc. 

• William  L.  Cravens  has  taken  over  as  Vice 
Chairman  and  COO  of  ALLTEL  Information 


Company  Description 

ALLTEL  Information  Services,  Inc.,  through 
its  operating  divisions  and  suhsidiaries, 
provides  advanced  apphcation  software, 
information  processing  management  and 
outsourcing  services  to  the  financial  services, 
mortgage,  telecommunications  and  healthcare 
industries. 

The  company  was  founded  in  1968  as 
Systematics  Information  Services,  Inc.  and 
was  acquired  by  ALLTEL  Corporation  of 
Little  Rock  (AR)  in  1990  in  a pooling-of- 
interests  transaction  valued  at  $500  mdlion. 
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• ALLTEL,  with  1994  revenue  of  $2.96  billion, 
provides  local  telephone  services, 
information  services,  cellular  services  and 
telecommunications  equipment. 

• Information  services  has  become  an 
increasingly  important  contributor  to 
ALLTEL’s  growth,  and  in  1994  accounted 
for  approximately  29%  of  ALLTEL’s 
revenue. 

Organization  and  Structure 

ALLTEL  Information  Services  is  organized 
into  five  market-focused  divisions — ^Financial 
Services  Division,  Global  Financial  Division, 
Telecom  Division,  Mortgage  Division  and 
Healthcare  Division.  Each  of  these  divisions 
offer  software  products  as  well  as  outsourcing 
and  consulting  services. 

Headquarter  support  divisions  and  groups 
include  Human  Resources  and 
Communications,  Shared  Services  Division 
and  Legal. 

A business  model  of  the  organization  appears 
on  the  following  page. 

• The  Financial  Services  Division, 
headquartered  in  Little  Rock  (AR),  provides 
total  information-based  solutions  including 
outsourcing  services,  apphcation  software 
products,  training  and  professional  services 
to  institutions  in  the  financial  services 
industry  with  assets  under  $30  bfilion.  This 
division  includes  Sales,  Outsourcing 
Services,  Software  Services,  Marketing, 
Development/Support,  Chent/Server 
Development  and  Support  Center  and 
Community  Bank  Groups. 


• The  Global  Financial  Division, 
headquartered  in  Little  Rock  (AR),  provides 
apphcation  software,  outsourcing  services 
and  support  services  to  U.S.  financial 
institutions  of  $30  bilhon  or  more,  financial 
institutions  outside  the  U.S.,  U.S. -based 
subsidiaries  of  international  institutions 
and  others  that  engage  in  significant 
international  banking  activities. 

- This  division  includes  International 
Outsourcing;  Strategic  Planning;  Asia 
Region;  Europe,  Middle  East  and  Africa 
Region;  Global  and  Major  Accounts 
Operations;  Ghent  Operations;  Sales; 
Marketing  and  Sales  Support;  and 
Wholesale  Banking. 

- The  Global  Financial  Division  serves 
customers  in  40  countries  outside  the  U.S. 

• The  Telecom  Division  headquartered  in 
Little  Rock  (AR),  provides  software  and 
outsourcing  services  to  wirehne  and  wireless 
telephone  companies  in  the  U.S.,  Canada 
and  the  U.K. 

• The  Mortgage  Division,  headquartered  in 
JacksonviUe  (FL),  is  the  largest  U.S. 
provider  of  mortgage  apphcation  software 
and  processing  services  to  firms  handling 
residential  mortgage  loans. 

• The  Healthcare  Division,  headquartered  in 
Little  Rock  (AR),  provides  apphcation 
software,  outsourcing  services, 
implementation  and  support,  hardware 
maintenance,  network  management, 
disaster  planning  and  user  training  to  the 
healthcare  industry. 
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Company  Strategy 

ALLTEL  Information  Services'  current 
strategy  is  to  expand  in  its  chosen  markets — 
financial  services  providers,  mortgage 
companies,  telecommunications  companies 
(wireline  and  wireless)  and  healthcare 
providers  — and  to  seek  markets  in  other 
business  sectors  that  are  synergistic  with  its 
expertise. 

ALLTEL  Information  Services  continues  to 
enhance  its  apphcation  software  offerings  to 
keep  it  competitive  and  up  to  date.  Next  to  its 
investment  in  people,  the  company's  largest 
investment  has  always  been  in  its  software. 


ALLTEL  Information  Services  has  been 
expanding  its  software  through  acquisitions, 
investments  and  hcensing  agreements.  The 
company  continues  to  form  agreements  with 
third-party  providers  to  assist  its  customers 
with  niche  products  and  services. 

Financials 

Total  1994  revenue  reached  $862  million,  a 
27%  increase  over  1993  revenue  of  $678 
million.  Operating  income  rose  11%,  from 
$117  million  in  1993  to  $130  milhon  in  1994. 

A five-year  financial  summary  follows. 


ALLTEL  Information  Services,  Inc. 
Five-Year  Financial  Summary 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$862 

$678 

$569 

$477 

$338 

• Percent  increase  from 

previous  year 

27% 

19% 

19% 

41% 

15% 

Operating  income 

$130 

$117 

$94 

$56 

$44 

• Percent  increase  from 

previous  year 

11% 

23% 

70% 

27% 

13% 

The  increase  in  1994  revenues  was  attributed 

to  the  following: 

• New  outsourcing  contracts  (both  on-site  and 
centrahzed),  including  telecommunications 
and  healthcare 

• Additional  services  provided  under  existing 
facilities  management  contracts 

• New  software  offerings  that  meet  the 
chents’  ever-changing  needs 


Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1995  reached  $218  mfilion,  a 9%  increase 
over  $200  million  for  the  same  period  in  1994 
Operating  income  for  the  period  feU  6%,  to 
$27.5  million. 

Market  Financials 

The  company  markets  its  products  and 
services  to  the  financial,  mortgage, 
telecommunications  and  healthcare 
industries. 
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There  are  approximately  1, 100  customers 
being  served  by  ALLTEL  Information 
Services. 

Revenue  Analysis  by  Product  Line 

Approximately  75%  of  ALLTEL  Information 
Services'  1994  revenue  was  derived  from 


systems  operations,  23%  from  application 
software  products,  2%  from  consulting, 
education,  training  and  disaster  recovery 
planning. 

A three-year  summary  of  source  of  revenue 
follows. 


ALLTEL  Information  Services,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Systems  operations 

$651 

75% 

$570 

84% 

$489 

86% 

Applications  software 

195 

23% 

88 

13% 

63 

11% 

Other  (a) 

16 

2% 

20 

3% 

17 

3% 

Total 

$862 

100% 

$678 

100% 

$569 

100% 

(a)  Includes  consulting,  education,  training  and  disaster  recovery  planning. 


Geographic  Markets 

ALLTEL  Information  Services  serves 

customers  in  49  states  and  in  40  countries 

outside  the  U.S. 

Acquisitions 

Recent  acquisitions  made  by  ALLTEL 

Information  Services  include  the  following: 

• In  1995,  ALLTEL  Information  Services 
acquired  Vertex  Business  Systems,  Inc.,  a 
provider  of  international  banking  software 
products  and  services. 

• In  1994,  ALLTEL  Information  Services 
acquired  Medical  Data  Technology,  a 
privately  held  New  Jersey  company  that 
provides  information  processing  services  to 
14  hospitals  in  the  northeastern  U.S. 

• In  1994,  ALLTEL  Information  Services 
acquired  ADMIT,  a critical  care  software 
application. 


Employees 

As  of  December  1994,  ALLTEL  Information 
Services  had  approximately  8,000  employees. 

Key  Products  and  Services 

ALLTEL  Information  Services’  products  and 
services  are  designed  for  the  financial 
industry  (banks,  savings  institutions,  credit 
unions,  mortgage  service,  and  finance 
companies),  telecommunications  industry 
(wireline  and  wireless  companies)  and  the 
healthcare  industry  (hospitals  and  nursing 
home  providers). 

ALLTEL  Information  Services  provides  on- 
site and  remote  outsourcing  services  to 
financial  institutions,  mortgage  companies, 
healthcare  providers  and  wireless  and 
wireHne  telephone  companies. 
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Financial  Services  Division 

In  the  financial  services  arena,  ALLTEL 
Information  Services  offers  the  following 
products  and  services: 

• On-site  and  remote  processing  services  as 
well  as  single  apphcation  outsourcing 
services. 

• A complete  set  of  integrated  banking  and 
financial  applications  software  termed 
Systematics  Financial  Software  targeted  at 
financial  services  companies  and  financial 
institutions  under  $30  biUion  in  assets.  The 
Financial  Services  Division  also  provides 
consulting  services  to  community  banks  and 
larger  banks. 

- The  software  products  run  on  IBM 
mainframes  under  DOSA^SE,  VM  and 
MVS  and  chent/server  platforms. 

- All  appbcations  are  available  through  the 
Outsourcing  Services  Group  and  may  be 
purchased  as  individual  software  products 
or  as  a total  integrated  system.  All 
products  are  backed  by  training, 
documentation,  product  enhancements, 
support  and  consulting. 

• ALLTEL  Information  Services  also  markets 
the  Horizon  Banking  System,  a multibank, 
multibranch  system  for  community  banks 
with  $50  million  to  over  $1  biUion  in  assets. 
Horizon  is  an  AS/400-based  system 
available  as  an  in-house,  remote  or  on-site 
outsourcing  solution. 

The  Financial  Services  Division  introduced  its 
new  Customer  Information  System  that 
provides  increased  capabilities  to  manage  the 
entire  customer  relationship,  while  improving 
customer  service  support  and  determining  the 
customer’s  profitabihty. 


Further  product  announcements  include: 

• Systematics  information  warehouse 
facility — ^Using  a UNIX-based  relational 
database  structure  to  consohdate  data  from 
multiple  appbcations,  vendors  and 
platforms  quickly  and  easily 

• The  Executive  Notebook — ^Providing  a 
graphical  interface  that  allows  mid-to 
senior-level  management  to  drill  down  to 
the  next  lower  level  of  detail 

The  Community  Bank  Group  of  the  Financial 
Services  Division  made  the  following 
announcements: 

• Executive  Information  Services  (EIS) — A PC- 
based  apphcation  that  allows  executives  to 
analyze  their  financial  position  quickly  and 
easily 

• Imaging  Solutions  for  Proof  of  Deposit  and 
Image  Statements 

• A cash  management  solution  that  includes 
account  reconcbiation,  remote  ACH 
acquisition  and  balance  reporting 

Disaster  Recovery 

Customers,  primarily  financial  institutions, 
may  subscribe  to  either  a shell  facfiity  or  a 
fuUy-eqvdpped  facfiity,  generally  for  a term  of 
five  years. 

Disaster  backup  services  are  marketed  only  to 
ALLTEL  Information  Services'  contract 
cbents  in  all  industries  served. 

Training  Services 

ALLTEL  Information  Services  assists 
financial  services  cbents  in  implementing 
training  in  their  organizations. 
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Tradning  services  assistance  includes  : 

• Assessing  needs 

• Developing  strategy 

• Developing/  customizing  courses  and  course 
materials 

• Training/  coaching  trainers 

• Post-conversion  training  reviews 

Formal  courses  are  offered  through  ALLTEL 
Information  Services'  Career  Development 
Center  in  Little  Rock,  providing  training 
support  for  ALLTEL  Information  Services' 
software  products  to  employees  and  chents. 

Branch  Automation  Services 

ALLTEL  Information  Services'  branch 
automation  solution  is  a set  of  products  that 
operate  on  PC  LANs  in  branch  offices  and 
that  are  compatible  with  ALLTEL 
Information  Services'  host  banking 
apphcations. 

• ALLTEL  Information  Services  provides  an 
authoring  tool,  model  apphcations  for  teUer 
and  platform  functions,  and  the  host 
connectivity  software  that  aUows  the 
branches  to  access  the  central  mainframe 
computer. 

To  reduce  the  risk  and  time  to  implement  a 
branch  automation  system,  ALLTEL 
Information  Services  provides  complete 
turnkey  or  partial  systems  integration 
services. 

Global  Financial  Division 

The  Global  Financial  Division  offers  the 
foUowing  products  and  services: 

A complete  set  of  integrated  banking  and 
financial  apphcation  software  termed 
Systematics  Financial  Software  targeted  at 
U.S.  financial  institutions  of  $30  biUion  or 
more,  financial  institutions  outside  the  U.S., 
U.S. -based  subsidiaries  of  International 


institutions  and  others  that  engage  in 
significant  international  hanking  activities. 

• The  software  products  run  on  IBM 
mainframes  under  DOS/VSE,  VM  and  MVS 
and  chent/server  platforms. 

• AU  apphcations  are  available  through  the 
Global  Financial  Division  and  may  be 
purchased  as  individual  software  products 
or  as  a total  integrated  system.  Ah  products 
are  backed  by  training,  documentation, 
product  enhancements,  support  and 
consulting. 

• International  capabhities  for  ALLTEL 
Information  Services’  software  include  an 
Origination  and  Warehouse  System, 
Translator  Fachity  and  multicurrency 
features. 

• ALLTEL’s  wholesale  banking  software  is 
modular  or  a fuhy  integrated,  multicurrency 
package  designed  to  run  in  a PC  LAN,  UNIX 
or  IBM  AS/400  environment.  ALLTEL 
recently  purchased  Vertex,  which  supphes 
complete  multicurrency  solutions  for  the 
deahng  room,  treasury  and  commercial 
operations  of  international  banks.  Vertex’s 
complete  range  of  wholesale  banking 
products  run  on  both  the  mainframe  and 
chent/server,  UNIX  and  PC  platforms. 

Consulting  Services 

ALLTEL  Information  Services  provides  a 
range  of  consulting  services  that  address 
business  issues  and  the  apphcation  of 
technology  to  improve  productivity  and 
financial  performance  of  U.S.  and 
international  institutions. 

• The  services  are  geared  to  the  financial 
industry,  where  ALLTEL  Information 
Services  offers  apphcations  software 
solutions. 
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• Consultants  are  experienced,  successful 
bankers. 

ALLTEL  Information  Services'  business 
consulting  services  focus  on  the  following 
banking  lines: 

• Back-office  operations 

• Retail  banking  and  delivery  systems 

• Lending  and  loan  operations 

• MIS  and  technology 

Telecom  Division 

ALLTEL  Information  Services’  Telecom 
Division  provides  systems  operations 
processing  services  and  apphcations  software 
products  to  wirehne  and  wireless  telephone 
companies. 

Virtuoso®,  acquired  from  C-TEC  during  1990, 
is  a cellular  telephone  billing  and  information 
management  system  for  IBM  AS/400  and 
mainframe  computers  targeted  to  wireless 
telephone  companies. 

Modules  include: 

• Marketing 

• Credit  Bureau  Interface 

• Account  Management 

• Switch  Management/  Service  Order 
Processing 

• Point-of-Sale/Inventory  Management 

• Accounts  Receivable 

• Collections/  Treatment 

• Commissions 

• Customer  Care 

• Billing 

• Roamer  Processing 

• UnbiUed  Call  Access 

In  1994,  the  Wireless  Division  announced 
Virtuoso  II,  a leading-edge  technology, 
chent/server-based,  customer  care  and  biUing 
information  management  system. 


Mortgage  Division 

ALLTEL  Information  Services’  Mortgage 
Division  is  a leading  provider  of  data 
processing  services  and  application  software 
to  financial  institutions  originating  and/  or 
servicing  single-family  mortgage  loans.  Other 
services  include  consulting,  training  and 
portfoho  conversion. 

The  division  also  offers  an  integrated  package 
of  information  processing  solutions  as  follows: 

• Loan  Origination — ^From  laptop  origination 
through  closing. 

• Secondary  Marketing — Complete  risk 
analysis  and  position  management  including 
delivery  and  post-closing  document  tracking. 

• Loan  Servicing — Customer  service,  escrow 
management,  default  management,  investor 
reporting  and  accounting,  cash  management 
and  interfaces  to  ALLTEL  Information 
Services'  retail  systems. 

• Support  Services — Consulting,  training, 
conversion  and  acquisition  services  and 
customized  business  solutions. 

• Management  Services — ^FuU  outsourcing, 
remote  processing  options,  Executive 
Decision  Making  Support,  Portfoho 
Evaluation  and  Disaster  Recovery. 

In  1993,  this  division  introduced  CPI 
Interchange'’"'^,  a sateUite  communications 
network  finking  loan  originators,  lenders, 
investors  and  mortgage  service  providers 
nationwide. 

In  1993,  the  division  also  announced  its 
Renaissance  Strategic  Architecture  that 
provides  customers  with  the  flexibility  and 
enhanced  capability  to  improve  mortgage 
profitability  and  service  quality. 


Page  8 of  10 


C INPUT  1995.  Reproduction  prohibited. 


ALLTEL  Information  Services,  Inc. 

June  1995 


INPUT  Vendor  Profile 


In  1994,  the  Mortgage  Division  announced 
several  new  products,  including: 

• CPI  Passport — An  information  warehouse 
complete  with  a graphical  user  interface,  to 
assist  mortgage  bankers  in  analyzing 
competition,  market  shifts,  regulatory 
requirements  and  other  trends. 

• CPI  Interview — ^Designed  as  a travehng 
sales  office  by  incorporating  all  the  tools 
that  a loan  originator  needs  for  laptop  point- 
of-entry  in  a Windows-based  environment. 

Healthcare  Division 

ALLTEL  Information  Services’  Healthcare 
Division  provides  outsourcing  services  and 
apphcations  software  products  to  the 
healthcare  industry. 

The  TDS  7000  Series  is  a family  of  health  care 
information  systems  with  fuU  functional 
support  for  physicians,  nurses  and  other 
chnicians,  based  on  a single,  integrated 
Permanent  Patient  Record. 

• The  Permanent  Patient  Record  can 
maintain  as  many  as  16  miOion  individual, 
hfetime  records,  integrating  information 
from  inpatient  and  outpatient  activities. 

• TDS  7000  Series  includes  four  fully 
integrated  modules  as  follows  : 

- Healthcare  Module 

- Health  Management  Module 

- General  Financial  Module 

- Decision  Support  Module 

• The  TDS  7000  Series  runs  on  IBM  43XX  or 
30XX  series  systems  under  VSE  and  MVS 
and  supports  IBM's  SNA.  The  TDS  7000 
Series  is  available  in  several  models  to 
chents  as  an  in-house  system  or  as  a 
processing  service. 


• The  TDS  7000  Series  was  released  in  1990 
as  the  successor  to  the  TDS  healthcare  4000 
System.  This  division  continues  to  support 
the  TDS  Healthcare  4000  System  as  its 
chents  migrate  to  the  TDS  7000  Series 

The  Healthcare  division  also  provides 
instaUation  consulting  services  to  assist 
customers  throughout  the  implementation 
process,  providing  implementation  teams, 
support  and  user  training. 

Clients 

ALLTEL  Information  Services  has  existing 
contracts  with  over  1,150  U.S.  and 
international  customers. 

Major  contracts  segmented  by  division 
include: 

Financial  Services  Division — ^NationsBank, 
Charlotte  (N.C.);  Integra  Financial 
Corporation,  Pittsburgh  (PA);  Key  Services 
Corporation,  Cleveland  (OH);  Liberty 
Bancorp,  Oklahoma  City  (OK). 

Financial  Services  Division  (Community  Bank 
Group) — Fidehty  Savings  Association  of 
Kansas,  Wichita  (KS);  Prime  Bank, 
Philadelphia  (PA);  First  Merchants  Bank, 
Muncie  (IN). 

Global  Financial  Services  Division — Citibank- 
Asia  Pacific,  Singapore;  National  Austraha 
Group,  Moscow  Savings  Bank  of  Russian 
Federation,  Moscow  (Russia);  Barclays  Bank 
PLC  of  the  United  Kingdom. 

Telecom  Division — GTE  Cellular,  Atlanta 
(GA);  Mercury  one2one,  London,  (U.K.); 
Sprint,  Chicago  (IL);  BellSouth  Cellular  Corp., 
Atlanta  (GA);  ISM-BC,  Vancouver  (Canada). 

Mortgage  Division — ^BancBoston  Mortgage 
Corporation,  Boston  (MA);  Atlantic  Mortgage 
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and  Investment  Corporation,  Jacksonville 
(FL);  Norwest  Mortgage,  Des  Moines  (lA). 

Healthcare  Division — St.  Joseph’s  Hospital  of 
Parkersburg,  (W.Va.);  Mount  Sinai  Medical 
Center,  New  York  (NY);  Baystate  Health 
Systems,  Inc.,  Springfield  (MA);  Centre 
Hospitaller  Intercommunal  Toulon  La  Seyne- 
sur-Mer,  France;  Wirral  Hospital  NHS  Trust, 
U.K. 

Marketing  and  Sales 

ALLTEL  Information  Services  has  domestic 
sales  offices  in  Little  Rock  (AR),  Los  Angeles 
(CA),  New  York  (NY),  Jacksonville  and 
Orlando  (FL)  and  Atlanta  (GA).  Regional 
offices  in  the  U.K.,  Belgium,  France,  Spain, 
Thailand,  Phihppines,  Indonesia,  Hong  Kong 
and  Singapore  handle  sales  and  support  in 
those  regions. 

In  1994,  the  Global  Financial  Division 
estabhshed  a major  accounts  program  focused 
on  global  financial  organizations.  The 
company  now  has  customers  in  41  countries 
around  the  world  and  employees  based  in  12 
countries. 

Competition 

ALLTEL  Information  Services'  major 
competitors  in  the  financial  services  industry 
include  Electronic  Data  Systems,  IBM  ISSC, 
FIserv  and  Hogan  Systems. 


INPUT  Assessment 

ALLTEL  Information  Services  is  a very  strong 
player  in  the  financial  services  outsourcing 
market.  The  company  has  strategically 
implemented  a business  model,  whereby  each 
of  its  divisions  is  able  to  offer  a suite  of 
software  products  as  well  as  outsourcing 
services  to  customers. 

Some  of  ALLTEL  Information  Services’  major 
strengths  include: 

• Proven  technology  and  products 

• Commitment  to  the  customer 

• Quahty  service 

• Expertise  in  multiple  industries 

• Proven  outsourcing  model 

• Sales  and  support  capability  worldwide 
Challenges  faced  by  the  company  include: 

• Increasing  the  awareness  of  ALLTEL 
Information  Services’  name  in  the 
healthcare  marketplace 

• Consohdation  of  the  financial  industry 

• Continually  evolving  technology 

• Trend  toward  global  marketplace 


Parent  Company 

ALLTEL  Corporation 
One  Alhed  Drive 
Little  Rock,  AR  72202 
(501)  661-8000 
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December  1996 

AltaVista  Internet  Software,  Inc. 


President  & CEO:  llene  H.  Lang 

30  Porter  Road 


Littleton,  MA  01460 
Phone:  (508)  486-2700 

Fax:  (508)  486-2878 

Internet: 

http://altavista.software.digital.com 


Status:  Public  (pending) 

Parent:  Digital  Equipment  Corporation 

Employees:  186(6/96) 

Revenue:  $3,632,000 

Fiscal  Year  End:  6/29/96 


Key  Points 

• Formerly  Digital  Equipment  Corporation’s 
Internet  Software  Business  Unit,  AltaVista 
Internet  Software  develops  and  markets 
software  products  for  use  in  the  integrated 
Internet/intranet  business  environment. 

• In  December  1996,  AltaVista  expanded  its 
suite  of  Internet  software  products  by 
shipping  the  AltaVista  Directory  '97,  an  out- 
of-the-box  personnel  directory  application 
for  Windows  NT  servers. 


• In  November  1996,  AltaVista  released  the 
AltaVista  Search  My  Computer  Private 
extension  (PX)  software  product  for 
searching  and  indexing  information  on  the 
desktop. 

• In  September  1996,  AltaVista  released 
AltaVista  ForumForum,  a Web-based 
technology  showcase  for  the  sharing  of 
ideas,  opinions,  and  business  information. 

• Also  in  September,  AltaVista  announced  the 
availability  of  AltaVista  Search  Intranet 
Private  extension,  a version  of  the 
company’s  AltaVista  search  technology 
designed  for  corporate  intranets. 
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• In  August  1996,  AltaVista  released 
AltaVista  Tunnel  and  AltaVista  Firewall  for 
Intel  platforms. 

• In  July  1996,  AltaVista  opened  a subsidiary 
in  the  Netherlands  under  the  name 
AltaVista  Internet  Software,  B.V. 

Company  Description 

AltaVista  produces  software  solutions  that 
provide  Internet  connectivity  to  help 
“cyherworkers”  find  information, 
communicate,  and  collaborate  over  secure 
virtual  networks. 

The  company’s  products  and  services  are 
designed  to  integrate  all  levels  of  the  work 
environment — Internet,  enterprise, 
workgroup,  and  individual  user — and  to  allow 
location-  and  platform-independent 
computing. 

AltaVista  provides  the  AltaVista  Internet 
Search  Service  and  other  Internet  services 
free  on  the  Web.  The  company  also  licenses 
its  Internet  services  to  telecommunications 
and  media  companies  outside  the  U.S.  and  to 
Internet  content  providers. 

AltaVista  announced  plans  for  a future  initial 
public  offering  in  August  1996.  No  action  has 
been  taken  on  the  offering  since  the 
announcement,  and  its  status  is  currently 
undeclared. 

The  company  is  currently  wholly  owned  by 
Digital  Equipment  Corporation.  Upon 
consummation  of  the  announced  offering. 
Digital  will  beneficially  own  all  of  the  Class  B 
common  stock,  and  thus  will  have  the  ability 
to  direct  the  election  of  all  of  the  directors  of 
the  company  and  otherwise  exercise  a 
controlling  influence  over  the  business  and 
affairs  of  AltaVista. 


Organization  and  Structure 

AltaVista  is  headquartered  in  Littleton  (MA); 
it  maintains  offices  in  San  Mateo  and  Palo 
Alto  (CA)  and  Reading  (U.K.). 

The  company’s  recently  formed  subsidiary, 
AltaVista  Internet  Software,  B.V.  is  located  in 
the  Netherlands. 

Key  company  executives  are  summarized 
below. 


AltaVista  Internet  Software,  Inc. 
Key  Executives 


Name 

Title 

llene  H.  Lange 

President  & CEO 

Jeanette  A,  Horan 

VP,  Product  Development 

Robert  E.  Hult 

VP,  Financial  Operations, 
CFO,  & Treasurer 

William  A.  Laing 

Chief  Technical  Officer 

Freddy  J.  Mini 

VP,  Worldwide  Marketing 

James  E.  Toale 

VP,  Human  Resources 

Ray  J.  Wilkes 

VP,  Sales-Americas 

Carel  F.H.  de  Bos 

VP,  Sales-Europe,  Middle 
East,  and  Africa 

Company  Strategy 

The  company’s  goal  is  to  be  the  leading 
supplier  of  software  products  and  services  for 
use  in  the  integrated  Internet/intranet 
business  environment. 

Specific  elements  of  AltaVista  Internet 
Software’s  strategy  include: 

• Increasing  AltaVista  brand  recognition 
worldwide  by  providing  free  services  from 
its  Web  sites  and  licensing  AltaVista 
branded  services  to  leading  Internet 
partners 

• Delivering  innovative  software  products  for 
Internet  and  intranet  users  by  building  on 
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its  technical  expertise  and  that  of  its 
partners  and  Digital  to  develop  products, 
product  suites,  and  services  for  general  and 
specific  industry  and  business  applications 

• Conducting  business  on  the  Web,  including 
marketing,  communications,  partner 
registration,  sales,  software  distribution, 
and  partner  and  customer  support 

• Leveraging  the  company’s  relationship  with 
Digital  Equipment  for  access  to  Digital’s 


worldwide  direct  and  channel  sales 
organization,  major  customers,  channel 
partners,  and  strategic  alliance  partners 

Financials 

AltaVista  Internet  Software’s  fiscal  1996 
revenue  grew  to  $3.6  million,  a 260%  increase 
over  the  previous  year.  The  company  reported 
a net  loss  of  $29.9  million. 

A three-year  revenue  summary  follows: 


AltaVista  Internet  Software 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

6/96 

6/95 

6/94 

Revenue 

$3.6 

$1.0 

$0.3 

• Percent  change  from 
previous  year 

260% 

233% 

N/A 

Net  income  (loss) 

$(29.9) 

$(5.2) 

$(2.7) 

• Percent  change  from 
previous  year 

(475%) 

(93%) 

N/A 

• Revenue  growth  in  fiscal  1996  was  primarily 
due  to  increased  demand  for  AltaVista 
Firewall  and  the  introductions  of  AltaVista 
Forum  and  AltaVista  Tunnel. 

• Since  warranty  and  maintenance  support 
have  historically  been  provided  by  Digital 
through  a separate  business  unit,  these 
revenues  have  not  been  included  in  the 
above  revenue  figures.  Following  the 
completion  of  the  announced  initial  public 
offering,  AltaVista  expects  to  offer  warranty 
and  maintenance  support  to  its  customers 
either  directly  or  through  authorized  service 
providers. 


Interim  Results 

Due  to  the  delayed  status  of  AltaVista’s 
announced  initial  public  offering,  no  interim 
results  have  been  announced  for  fiscal  1997. 

Market  Financials 

AltaVista  Internet  Software’s  target 
customers  are  business  users. 

Geographic  Markets 

Approximately  36%  of  AltaVista  Internet 
Software’s  fiscal  1996  revenue  was  derived 
from  the  U.S.,  compared  to  31%  in  fiscal  1995 
and  37%  in  fiscal  1994.  In  fiscal  1996,  the 
remaining  64%  was  derived  from 
international  markets,  compared  to  69%  and 
63%  in  fiscal  years  1995  and  1994, 
respectively. 
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Employees 

As  of  July  27,  1996,  AltaVista  Internet 
Software  had  186  full-time  employees, 
segmented  as  follows: 


Marketing  and  sales 36 

Customer  support 16 

Research  and  development 114 

Finance  and  administrative 20 


186 

Key  Products  and  Services 

Finding  Useful  Information 

AltaVista  Search  Private  extensions,  using  the 
same  technology  as  the  AltaVista  Internet 
Search  Service,  extend  the  AltaVista  Internet 
Search  Service  through  a single  user  interface 
to  provide  search  results. 

• Intranet  Private  extension  allows  employees 
of  an  organization  to  find  information 
anywhere  on  their  intranet.  The  extension 
is  designed  for  medium -sized  to  large 
intranets  (up  to  50  million  Web  pages)  and 
is  currently  available  on  Digital’s  64-bit 
UNIX  operating  system. 

• Workgroup  Private  extension  searches 
specified  files,  directories  and  HTML  data  to 
create  an  index  of  information  available  and 
of  interest  to  members  of  a business  unit  or 
department,  workgroup,  or  small  business 
organization.  Workgroup  Private  extension 
runs  on  the  Windows  NT  platform,  and  the 
company  expects  license  fees  to  range  from 
$500  to  $20,000. 

• My  Computer  Private  extension  creates  an 
index  of  specified  files  and  directories  on  a 
user’s  local  drives  and  network  drives.  The 
user  configures  the  data  collector  to  index 
specific  files  and  directories  at  specified 
intervals.  Listing  at  $29.95,  My  Computer 
Private  extension  resides  on  an  individual 
user’s  computer  running  Windows  95  or 


Windows  NT  and  is  able  to  index  the  file 
formats  used  by  over  140  Windows-based 
applications. 

AltaVista  Directory  allows  information  service 
managers  to  provide  their  users  with  a single, 
integrated  on-line  directory  of  users, 
customers,  or  other  affiliated  individuals, 
eliminating  the  need  to  print  and  distribute 
paper  directories  and  separately  update  other 
databases  as  changes  occur. 

AltaVista  Directory  is  targeted  at  medium  to 
large  organizations  and  a license  fee  for  the 
product  ranges  from  $500  to  $20,000, 
depending  on  the  number  of  directory  entries. 

Security 

AltaVista  Firewall  provides  a secure  gateway 
between  an  organization’s  private  intranet 
and  the  Internet,  or  between  a sub-network 
and  the  rest  of  an  intranet. 

• AltaVista  Firewall  offers  a scalable  solution, 
from  a low-end  firewall  with  predefined 
security  policies  for  small  and  medium-sized 
organizations  to  a high-end  customized 
multi-firewall  solution  for  large 
organizations. 

• The  product  is  sold  through  systems 
integrators  and  VARs  at  tiered  prices. 

AltaVista  Tunnel  allows  authenticated 
external  users  connected  to  the  Internet,  such 
as  telecommuters,  remote  sites,  partners, 
customers,  and  consultants,  to  connect 
securely  to  an  organization’s  intranet, 
including  through  firewalls. 

• AltaVista  Tunnel  creates  a secure  Internet 
pathway  between  two  intranets  or  between 
a remote  individual  user  and  an  intranet. 

• The  two  editions  of  AltaVista  Tunnel 
include: 
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- AltaVista  Tunnel  Workgroup  Edition 
permits  secure  communications  between 
independent  intranets  or  between 
subnetworks  of  an  intranet.  The 
Workgroup  Edition  also  operates  as  a 
server  for  multiple  Personal  Edition 
clients  to  allow  remote  individual  users  to 
connect  to  the  intranet  or  subnetwork. 

The  license  fee  for  the  Workgroup  Edition 
ranges  from  $995  to  $2,495,  depending  on 
the  number  of  end  users  supported. 

- AltaVista  Tunnel  Personal  Edition  permits 
a remote  individual  user  to  connect 
securely  to  an  intranet  or  subnetwork  via 
AltaVista  Tunnel  Workgroup  Edition 
server  software.  AltaVista  Tunnel 
Personal  Edition  has  a list  price  of  $99.95. 

Collaboration  and  Coniniunication 

AltaVista  Forum  service  provides  an 
environment  for  members  of  workgroups  to 
share  documents,  conduct  asynchronous 
discussions  or  real-time  conferences  from 
multiple  locations,  and  search  an  entire  text 
of  a Forum,  all  using  a standard  Web  browser. 

• AltaVista  ForuniForum  is  a free  showcase  of 
the  company's  collaboration  technology  on 
the  Internet. 

• The  AltaVista  Internet  ForumForum  Web 
site  consists  of  ready-to-use  time-limited 
Forums.  Users  can  either  register  to  create 
a new  time-limited  Forum  or  join  an 
existing  Forum. 

• AltaVista  manages  the  time-limited  trial 
period.  At  the  end  of  the  trial  period,  the 
user  may  license  the  Forum  product  for 
private  use  on  the  user's  own  Web  site  or 
intranet. 

• The  license  fee  for  AltaVista  Forum  begins 
at  $495  for  an  entry-level,  25-user  license, 
and  ranges  up  to  several  thousand  dollars, 

AltaVista  Internet  Software,  Inc. 

December  1996 


depending  on  the  number  of  end  users 
supported. 

AltaVista  Mail  is  Internet/intranet  mail 
server  software  that  complies  with  the  SMTP 
and  POP3  standards  (the  standard  protocols 
for  e mail  servers  on  the  Internet  and 
intranets). 

• The  use  of  standards  allows  the  AltaVista 
Mail  server  to  support  a range  of  client 
software  (including  Microsoft  Exchange, 
Netscape  Mail  and  Eudora),  which 
communicates  with  the  mail  server  to  allow 
a user  to  read  and  send  e mail. 

• Targeted  at  business  units  and 
departments,  AltaVista  Mail  is  sold  directly 
over  the  Web  and  is  distributed  through 
VARs  and  OEMs  for  $495  per  server. 

Support 

Product  Support  has  historically  included 
training,  documentation,  and  technical 
support  to  company  channel  partners  to 
ensure  that  they  have  the  knowledge  required 
to  sell,  implement,  maintain,  and  provide 
technical  support  for  the  company’s  products. 

• The  company’s  AltaVista  Marketspace  Web 
site  is  the  focal  point  of  its  support  program. 

• AltaVista  also  uses  and  provides  incentives 
for  channel  partners  to  use  E-mail  to  log 
calls  and  communicate  product  maintenance 
updates,  interim  (bug)  fixes,  frequently 
asked  questions,  and  beta  software  releases. 

Support  for  partner-provided  Internet  services 
is  provided  by  the  company’s  Web  site 
operations  team  to  mirror  site,  value-added 
link,  and  Web  custom  crawl  partners. 

Custom  engineering  services  are  mostly 
provided  by  the  company’s  channel  partners. 
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but  some  major  customers  are  provided 
customization  services  directly  for  a fee. 

Clients 

A sampling  of  AltaVista’s  clients  includes 
AT&T,  British  Columbia  Hydro  and  Power 
Authority,  Computer  Sciences  Corporation, 
Woods  Hole  Research  Center,  and  Xerox. 

Marketing  and  Sales 

AltaVista  employs  multiple  distribution 
channels,  including  direct  sales  over  the  Web 
and  sales  through  Digital’s  sales  organization, 
major  system  integrators,  value-added 
resellers  (VARs),  Internet  service  providers 
(ISPs),  telecommunications  companies, 
original  equipment  manufacturers  (OEMs), 
and  independent  software  vendors. 

Alliances 

AltaVista  and  Digital  intend  to  enter  into  a 
strategic  alliance  agreement  that  provides  for 
Digital  to  distribute  the  company’s  products 
on  a nonexclusive,  worldwide  basis  through 
Digital’s  reseller  and  distribution  networks. 

The  strategic  alliance  agreement  will  also 
designate  Digital  as  an  authorized  service 
provider  of  AltaVista  to  provide  training, 
documentation,  technical  support,  and 
maintenance  services  to  the  company’s 
customers  and  end  users. 

Other  alliances  include: 

• In  August  1996,  CNET  Inc.  and  AltaVista 
signed  a one-year  agreement  enabling  users 
of  CNET  properties  to  conduct  Web  searches 
through  the  AltaVista  Internet  Search 
Service. 

• In  July  1996,  Yahoo!  Inc.  and  Digital  signed 
a two-year  agreement  that  established 
AltaVista  as  the  preferred  search  engine  for 


all  Yahoo!  properties  that  contain  Web 
functionality. 

Competition 

The  company’s  AltaVista  Internet  Search 
Service  faces  competition  from  America 
Online’s  WehCrawler,  Excite’s  Excite  and 
Magellan,  Inktomi  and  Wired’s  Hotbot, 
Infoseek,  Lycos,  and  Open  Text. 

In  the  market  for  information  search  and 
retrieval  software,  AltaVista  competes  with 
Excalibur  Technologies,  Fulcrum 
Technologies,  Information  Dimensions,  Open 
Text,  Personal  Library  Software,  and  Verity. 

In  the  directory  services  market,  AltaVista 
competes  with  both  standards-hased 
companies  such  as  Control  Data,  ISOCOR, 
and  Siemens  Nixdorf  and  proprietary 
technology  companies  such  as  Banyan 
Systems  and  Novell. 

In  the  security  software  market,  the  company 
competes  with  CheckPoint  Software 
Technologies,  Raptor  Systems,  and  Secure 
Computing. 

In  the  market  for  Web-based  collaboration 
software,  AltaVista  competes  with  vendors 
such  as  Lundeen  & Associates,  O’Reilly  & 
Associates,  and  OSTECHnologies.  AltaVista 
Forum  may  also  compete  with  products 
offered  by  Attachmate,  Lotus,  and  Netscape. 

In  the  market  for  Internet  e mail  server 
software,  AltaVista  competes  wdth 
Software.com  and  Netscape.  AltaVista  Mail 
may  also  compete  with  proprietary  mail 
server  software,  such  as  Microsoft  Exchange 
and  Lotus  Development’s  cc:Mail  and  Notes. 
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INPUT  Assessment 

AltaVista  Internet  Software’s  strengths 
include: 

• Brand  recognition  established  via  AltaVista 
Internet  Search  Service 

• Relationship  and  access  to  the  resources  and 
experience  of  Digital  Equipment 

• Industry  experience  of  management 

• Broad  range  of  product  offerings 


Future  challenges  include: 

• Establishing  an  independent  identity  from 
Digital 

• Creating  market  demand  for  company 
products 

• Continuing  product  innovation 

• Creating  a consistent  revenue  stream 

• Managing  transition  from  a unit  to  an 
independent  enterprise 
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COMPANY  HIGHLIGHT 


AMDAHL  CORPORATION 
1250  East  Arqucs 
Sunnyvale,  CA  94086 
(408)  735-4011 


Eugene  R.  White,  President 
Gene  M,  Amdahl,  Chairman 
Public  corporation 
Total  employees:  645 

Revenues,  fiscal  year  end  12/76: 
expected  to  be  about  $90  million 


KEY  PRODUCTS  AND  SERVICES: 

• Amdahl  has  designed  and  developed,  and  is  manufacturing  and 
maintaining, a large,  high  performance  general  purpose  computer 
system.  Called  the  Amdahl  470V/6,  it  is  fully  compatible  with 
the  IBM  System  370/168.  This  compatibility  allows  Amdahl 
customers  to  utilize  IBM  software  programs  and  IBM  cr  IBM- 
compatible  peripherals. 

• The  most  significant  feature  of  the  470V/6  is  its  extensive 
use  of  the  company-developed  large  scale  integration  (LSI) 
Emitter  Coupled  Logic  (ECL)  circuitry  for  logic  implementation. 
This  component  technology  gives  Amdahl  a major  advantage  over 
IBM  since  IBM  uses  medium  scale  integration  (MSI) . This  means 
that  for  every  printed  circuit  board,  IBM  must  use  many  MSI 
chips  while  Amdahl  uses  only  one  LSI  chip. 

OVERALL  ASSESSMENT: 

• Amdahl  is  aiming  at  the  top  of  the  line  in  IBM's  mainframe 
business,  and  IBM  will  undoubtedly  have  to  respond.  Although 
IBM's  response  is  unlikely  to  hurt  Amdahl  in  the  short  run, 
in  the  long  run  IBM's  $1  billion  R & D budget  may  allow  IBM 
to  enhance  or  change  its  systems  more  quickly  than  Amdahl 
can  respond.  By  that  time,  however,  Amdahl  may  be  suffi- 
ciently entrenched  in  the  mainframe  market  to  be  able  to 
survive  IBM's  attack. 

• Amdahl  expects  to  continue  expanding  and  updating  its  present 
system  and  to  eventually  introduce  new  architecture.  Amdahl 
expects  this  will  enable  it  to  cope  with  IBM's  new  products. 

• The  Amdahl  470V/6  currently  has  a 1.7  to  2.0  price  performance 
advantage  over  its  IBM  competitor. 
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FINANCE: 


• The  company's  net  profit  in  the  last  quarter  was  $6.9  million 
on  sales  of  $26  million,  or  27%.  The  management  believes  this 
ratio  can  be  improved. 

• The  company  has  been  shipping  equipment  over  the  last  year  and 
is  currently  shipping  at  a rate  of  $100  million  a year.  To 
date,  Amdahl  has  delivered  21  mainframes  in  the  United  States. 
By  the  end  of  fiscal  year  1976,  we  expect  it  to  ship  11  more 
mainframes,  two  of  them  overseas. 

• Amdahl  indicates  that  it  can  break  even  by  shipping  only  one 
computer  per  month.  It  is  possible  for  Amdahl  to  more  than 
double  its  shipment  of  computers  between  1976  and  1977. 

INDUSTRY  MARKETS: 

• The  company  is  dedicated  to  large  users,  because  it  believes 
these  users  have  the  largest  investment  in  existing  software 
and  staffs  capable  and  confident  enough  to  take  advantage  of 
price  performance  improvements.  The  market  the  company  has 
targeted  encompasses  3500  installations  and  is  estimated  to 
be  growing  at  15%  per  year. 

• Amdahl  is  currently  serving  the  industrial,  institutional, 
service  bureau,  and  government  industries. 

- It  expects  a significant  portion  of  its  future  business 
to  come  from  the  U.S.  Government. 

Western  Electric  and  Amdahl  have  negotiated  a general 
agreement  permitting  Amdahl  to  ship  up  to  20  systems  to 
Western  Electric  over  the  next  18  months. 

- Amdahl  currently  has  150  active  proposals. 

• To  date,  Amdahl  systems  have  been  sold  or  leased  primarily 
through  third  parties.  However,  in  1977,  the  company 
expects  to  initiate  its  own  four -year  lease  plan  competitive 
with  the  IBM  term  plan.  At  that  time,  the  company  expects 
the  ratio  of  sales  to  leases  will  be  70/30.  Amdahl  has 
technical,  financial,  manufacturing,  marketing,  and  business 
relationships  with  Fujitsu  Ltd.  of  Japan.  Amdahl  has  exclu- 
sive marketing  rights  in  the  U.S.  and  Canada,  while  Fujitsu 
has  exclusive  marketing  rights  in  Japan  and  Spain.  The 
rest  of  the  world  is  served  by  a 50/50  joint  venture 
between  Amdahl  and  Fujitsu. 
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COMPUTER  HARDWARE  AND  SOFTWARE: 

• The  manufacturing  responsibility  at  Amdahl  is  separated  as 
follows : 

- The  CPU  and  I/O  channels  are  manufactured  by  Fujitsu, 

The  power  distribution  unit,  the  console,  and  the  power 
supply  are  made  by  Amdahl. 

The  memory  made  by  Fujitsu  until  recently  will  now  be 
made  by  Amdahl. 

• One  of  the  major  strengths  of  the  company  is  its  computer- 
aided  design  and  testing  capability,  Amdahl  assembles  and 
final  tests  all  its  systems.  The  final  systems  test  takes 
4 weeks. 

• Amdahl  will  start  using  4K  RAMS  in  the  fourth  quarter  of 

1976,  Texas  Instruments  and  National  Semiconductor  are 
the  two  qualified  vendors. 

• There  are  a total  of  2200  LSI  chips  in  the  average  Amdahl 
computer;  there  are  a total  of  111  types  of  chips  in  the 
Amdahl  system.  These  chips  are  inserted  in  a multi-chip 
carrier  consisting  of  a 10  layer  printed  circuit  board 
which  is  used  for  both  interconnection  and  support. 

• Amdahl  has  200,000  square  feet  of  manufacturing  space  and 
expects  to  have  a total  of  260,000  by  the  first  quarter  of 

1977. 

• The  Amdahl  470V/6  uses  IBM  software.  IBM's  system  control 
programs  are  in  the  public  domain,  and  they  must  be  pro- 
vided to  everyone  for  a service  fee.  The  program  products 
(applications  programs)  must  also  be  provided  to  everyone 
for  a fee. 
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AMERICAN  BUSINESS  Kimba  Vasquez,  President 

COMPUTER  Division  of  TSM  Computing  Group 

1988  Green  Road  Total  Employees:  40 

P.  O.  Box  305  Total  Revenue,  Fiscal  Year  End 

Ann  Arbor,  Ml  48106-0305  1/31/91:  $3,000,000* 

(313)  930-7840 


‘INPUT  estimate 

The  Company 

American  Business  Computer  (ABC)  is  a pioneer  in  the 
development  of  EDI.  ABC  has  gained  the  knowledge  and 
experience  necessary  to  provide  its  customer  base  of  over  1,100 
companies  with  a range  of  EDI-related  software  products  and 
services. 

ABC,  formed  in  1976,  operates  as  a division  of  TSM  Computing 
Group.  The  parent  company,  Thomas  S.  Monaghan  Inc.,  is  owned 
by  Thomas  S.  Monaghan,  CEO  and  founder  of  Domino's  Pizza, 
Inc.  and  owner  of  the  Detroit  Tigers  Baseball  Club. 

Key  Products  and 
Services 

ABC  currently  offers  the  following  software  products  and 
associated  support  services: 

Software  Products: 

EDI-Server  is  an  EDI  gateway  for  integrating  EDI  into  business 
environments.  EDI-Server  combines  innovative  design  methods 
with  advanced  open  Systems  Interconnect  (OSI)  principles  to 
provide  "seamless"  integration  of  EDI  processes  into  existing 
practices. 

• EDI-Server  enables  users,  through  predeveloped  Application 
Interfaces  (APIs),  to  connect  directly  to  a variety  of  distributed 
hosts  or  to  popular  local-area  networks,  including  SNA  or 
Ethernet.  EDI-Server  also  interconnects  many  separately 
running  applications  in  a corporation. 

• EDI-Server  provides  basic  EDI  services  such  as 
communication,  translation,  auditing,  and  unattended 
operation.  EDI-Server  empowers  the  applications  to  direct  and 
drive  the  EDI  services,  ultimately  providing  the  user  with 
complete  control  over  the  entire  EDI  process. 
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• Functionality  that  separates  EDI-Server  from  an  ordinary 
translator  includes  support  of  X.400  and  X.25;  preprogrammed 
local-area  network  interfaces  to  SNA  (LU  6.2),  Ethernet 
TCP/IP,  and  DECNET;  mailboxing;  4GL  report  writer  and 
data  base;  and  real-time  versus  batch  processing. 

• The  benefit  of  an  EDI-Server  network  architecture  is  that  a 
server  eliminates  the  redundancy  of  installing  individual  EDI 
translators  on  multiple  host-based  application  systems,  thereby 
reducing  the  resources  required  to  maintain  an  EDI  program. 
When  EDI  activity  is  localized  on  a single  server,  programming 
efforts  and  staff  requirements  can  be  reduced. 

• EDI-Server  price  ranges  from  $50,000  to  $300,000. 

EDI-ExCel  is  a dynamic  EDI  translator  that  requires  the  user  only 
to  have  minimal  technical  expertise  to  get  the  system  up  and 
running.  It  is  also  designed  to  provide  the  easiest  on-line  mapping 
facilities,  allowing  for  easy  management  of  EDI  operations  and 
flexible  integration  into  existing  applications. 

EDI-ExCel/Retail  uses  EDI-ExCel  as  its  base  to  complement  a 
Quick  Response  strategy.  Customized  to  meet  specific  EDI 
requirements  in  the  retail  industry,  EDI-ExCel/Retail  provides 
translation  capabilities,  premapped  and  loaded  auto 
implementations  of  ANSI  X12  and  VICS  standards,  and  a 
communication  subsystem  that  includes  preprogrammed  links  to 
key  retail  hubs  (Sears)  and  popular  value-added  networks. 

EDI-ExCel/Auto  uses  EDI-ExCel  as  its  base  to  support  an 
automotive  just-in-time  program.  Customized  to  meet  specific 
EDI  requirements  in  the  automotive  industry,  EDI-ExCel/Auto 
provides  translation  capabilities,  premapped-and-loaded  auto 
implementations  of  ANSI  X12  and  AIAG  standards,  and  a 
communication  subsystem.  The  communication  system  includes 
preprogrammed  links  to  key  automotive  hubs  (such  as  Chrysler, 
Ford,  and  GM)  and  popular  value-added  networks. 

XLT12  is  an  EDI  translator  developed  for  mainframe  users  that 
integrates  EDI  into  existing  business  operations.  XLT12  accepts 
data  from  an  application  and  translates  it  to  a standard  format 
(XI 1,  VICS,  etc.)  and  then  accepts  standard  data  from  trading 
partners  and  presents  the  data  to  the  application  system  in  the 
proper  format. 

EDI-Xfer  is  a 3780  communication  product  suitable  for 
mainframe  environments.  EDI-Xfer  supports  up  to  nine 
concurrent  communication  sessions,  unattended  operation,  value- 
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added  network  connections,  point-point  connections,  and  on-line 
status-query-of-activity  interactions. 

EDE-PC  is  an  automotive  turnkey  product  that  incorporates  key 
functionality  of  EDI  and  bar  coding  to  provide  users  with  a stand- 
alone automotive  solution. 

EDI  Services: 

Electronic  Support  Service:  ABC  has  implemented  an  Electronic 
Support  Service  for  its  customers.  The  service  provides  the 
following  capabilities: 

• Bulletin  Board  — Allows  users  to  access  timely  tips  and 
suggestions  on  software  products,  enables  on-line  inquiry  to  the 
ABC  Informant  (company  newsletter),  and  allows  access  to  a 
troubleshooting  guide  of  common  questions 

• Trouble  Log  Reporting  - Gives  user  on-line  ability  to  generate 
a trouble  log  for  routing  to  a support  representative  for 
resolution 

• Update  Distribution  - Allows  ABC  customers  to  log-on  and 
automatically  download  the  latest  software  releases. 

EDI  Implementation  Consulting:  ABC  can  provide 
implementation  consulting  to  customers  for  a small  to  a very  large 
EDI  project. 

Additional  services  include  standards  training,  executive  EDI 
training,  and  program  development  and  roll-out. 

Strategic  Alliances: 

ABC  has  the  following  strategic  alliances: 

• NEIS  (National  Engineering  Information  Services):  ABC  was 
selected  to  enter  into  a remarketer  agreement.  NEIS  boasts  the 
largest  EDI  network  in  Australia. 

• NCR:  ABC  is  a Strategic  Solutions  Partner  of  NCR.  The 
relationship  is  geared  toward  providing  NCR  and  NCR 
customers  with  EDI  technology  based  on  Open  Systems 
Interconnect  architecture.  NCR  and  American  Business 
Computer  coordinate  the  referral  of  ABC's  EDI-Server 
product,  with  NCR  offering  the  hardware  and  ABC  offering  the 
software. 
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Strategies 


• Hewlett-Packard:  ABC  is  a Hewlett-Packard  Premier  Solutions 
Provider.  HP  has  selected  ABC  as  its  premier  UNIX  provider 
for  HP  9000  customers. 

• IBM:  Information  Network  Business  Partner. 

• Control  Data:  Certified  software  provider. 

• BT  Tymnet:  Certified  software  provider. 

• GE  Information  Services:  Network  Agent  and  Certified 
software  provider. 


ABCs  primary  target  markets  are  automotive,  health  care, 
manufacturing,  retail,  electronics,  telecommunications, 
government,  chemical,  and  wholesale. 


ABC  markets  products  in  the  U.S.,  Canada,  Mexico,  and  Australia. 
ABC  also  has  sister  offices  in  the  U.K. 


UNIX:  ABCs  EDI  ExCel  product  runs  on  UNIX.  The  company 
has  close  to  50  installations.  EDI-MS  and  EDE-PC  products  run 
on  NCR  Tower,  AT&T  3B  Systems,  HP  9000s,  and  Gould  (Sun 
Micro  has  been  targeted  for  3Q1990).  As  ABC  continues  to 
release  products  around  OSI  and  Open  Cooperative  Computing 
strategies,  new  products  should  be  available  on  the  operating 
system  that  supports  open  systems,  which  is  UNIX. 

Company  Stability  and  Resources:  As  a member  of  a $2.8  billion 
organization,  ABC  has  substantial  resources.  As  EDI  industry 
demands  increase,  ABC  has  been  ramping-up  in  preparation. 

ABC  has  the  financial  depth  to  support  its  current  projects,  as  well 
as  resources  to  support  an  intensive  R&D  program.  (Three  new 
products  released  in  1989.)  Furthermore,  ABCs  data  center 
boasts  an  Amdahl  5860  (IBM  3090  clone),  a Prime  4150,  a DEC 
VAX  6410,  an  NCR  9800,  6 NCR  Towers,  an  HP  9000,  3 ATT 
3B2's,  and  hundreds  of  personal  computers. 

Open  Systems  Interconnect  (OSI):  Designed  around  OSI  and 
other  open/cooperative  computing  concepts,  ABCs  products  will 
ensure  customers  a growth  path  into  the  future. 
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AMERICAN  BUSINESS 
COMPUTERS 

30500  Northwestern  Highway 
Suite  100 

Farmington  Hills,  Ml  48018 
(313)  855-4520 


Kimba  Vasquez,  President 
Private  Corporation 
Total  Employees:  15 
Total  Revenue,  Fiscal  Year  End 
1/31/88:  $1,500,000 


The  Company  Founded  in  1976,  American  Business  Computers  (ABC)  provides 

electronic  data  interchange  (EDI)  software  products,  turnkey 
systems,  professional  services,  and  a variety  of  other  EDI-related 
services.  The  company's  first  project  was  to  write  a 
communications  and  translation  program  for  one  of  K-Mart's 
largest  vendors.  That  project  led  to  the  development  of  standard 
communication  and  translation  programs  for  suppliers  to  the  Big 
Three.  ABC  currently  has  an  installed  base  of  700  customers. 

For  the  fiscal  year  ending  January  31,  1988,  revenue  for  the 
company  was  $1.5  million. 

Currently,  American  Business  Computers  has  15  employees. 

The  company's  principal  competitors  include  the  following: 

Supply  Tech,  American  Custom  Software,  and  Burmingham 
Computer  Group  for  the  Automotive  Data  Communications 
product  and  the  Electronic  Data  Exchange  PC  (EDE-PC)  product; 
Metromark  and  EDI  Inc.  for  the  EDE-PC  product  in  industries 
other  than  automotive;  and  Transettlements  and  York  & 
Associates  for  the  XLT12  product.  The  company  contends  that 
there  are  currently  no  competitors  for  its  Electronic  Data 
Interchange  Management  System  product. 


Key  Products  and  Approximately  65%  of  ABC's  revenue  is  derived  from  software 
Services  products,  20%  from  turnkey  systems,  and  15%  from  professional 

services. 

XLT12  is  an  IBM  30XX  and  43XX  mainframe  ANSI  X12 
translator  used  for  EDI  communications  in  many  industries.  The 
product  was  introduced  in  January  1987  and  last  updated  in  April 
1988  with  the  current  version  1.10.  A new  update  will  be  available 
to  run  in  the  IMS  and  CICS  environments  within  the  next  two 
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months.  XLT12  sells  for  $25,000.  There  are  currently  seven 
installations  of  the  product. 

Electronic  Data  Interchange  Management  System  (EDI-MS)  is  a 
family  of  EDI  and  related  product  modules  developed  specifically 
to  provide  a customized  EDI  solution  for  midrange  computer 
systems  running  UNIX  V.  The  product  supports  the  ANSI  X12 
standard  and  sells  for  $15,000.  EDI-MS  was  introduced  in  January 
1988.  The  current  version  is  2.08. 

Electronic  Data  Exchange  PC  (EDE-PC)  is  a PC-based,  ANSI 
ASC  X12  generic  EDI  communications  application  used  for 
general  business  document  transfer  between  companies  in  many 
industries.  EDE-PC  was  introduced  in  1986.  Version  1.14  was 
released  in  May  1988.  Pricing  is  on  a per-trading-link  basis  and 
runs  $2,000-$3,000  for  one  to  three  trading  partners.  For  ten 
trading  partners,  the  price  is  $5,000. 

Automotive  Data  Communications  is  a PC-based,  fixed-length, 
proprietary  data  communications  application  designed  specifically 
to  meet  the  communications  requirements  of  vendors  to  the 
automotive  industry.  Automotive  Data  Communications  supports 
the  AIAG  standard.  The  product  was  introduced  in  1984;  the 
current  version,  4.28,  was  released  during  third  quarter  1987. 
Pricing  is  comparable  to  the  EDE-PC  product. 

Recently  introduced  is  EDI-SHARE,  an  EDI  processing  service 
that  enables  lower-volume  users  to  lease  computing  time  on  ABC's 
host  systems  to  meet  the  requirements  of  their  trading  partners. 
The  service  is  currently  priced  at  $75  per  month. 

ABC  services  include  a bi-monthly  newsletter  for  its  customers, 
EDI  presentations,  consulting  and  EDI  implementation  services, 
and  coordination  of  account  management  functions  between  the 
customer  and  the  participating  VAN.  In  addition,  ABC  provides 
customized  EDI  products. 

ABC's  EDI  software  supports  the  following  third-party  and 
proprietary  networks:  Control  Data,  GE  Information  Services, 
IBM,  Kleinschmidt,  McDonnell-Douglas,  Telenet,  Chrysler,  Ford, 
and  General  Motors. 

ABC  is  a Marketing  Assistant  Participant  for  IBM  and  a service 
agent  for  General  Electric  Information  Services.  ABC  is  also  a 
recommended  software  vendor  for  McDonnell-Douglas  and 
Control  Data. 
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The  company  provides  EDI  products  and  services  to  the  following 
industries:  apparel,  automotive,  chemical,  electrical,  government, 
paper,  pharmaceutical,  transportation,  and  wholesale. 

Mazda  selected  ABC  as  the  exclusive  supplier  of  PC-based 
translators  to  its  vendors.  ABC  also  participated  in  all  phases  of 
account  management  and  EDI  implementation  for  Mazda. 
Diamond  Star  Motors  (joint  venture  between  Chrysler  and 
Mitsubishi)  has  also  selected  ABC  as  its  exclusive  EDI  software 
supplier. 


ABC  sells  EDI  products  and  services  in  the  U.S.,  Canada,  and 
Mexico.  The  company  sells  its  products  directly  and  through  its 
affiliates,  ABC  Canada  Ltd.  (Toronto,  Ontario),  ABC  Computer 
Services  (Farmington  Hills,  MI),  and  Computer  Methods 
(Libonia,  MI). 
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COMPANY  PROFILE 


AMERICAN  CUSTOM 
SOFTWARE 

P.O.  Box  189 
Cookeville,  TN  38503 
(615)  537-6516 


John  Brady,  President 
Private  Corporation 
Total  Employees;  10 
Total  Revenue,  Fiscal  Year  End 
11/1/87:  $1,000,000* 

* INPUT  estimate 


The  Company  Founded  in  1984,  American  Custom  Software  provides  electronic 

data  interchange  (EDI)  network  services,  translation  and 
communication  software  products,  and  professional  services. 

American  Custom  Software,  Inc.  reported  that  revenue  has  grown 
at  least  100%  per  year  during  each  of  the  last  three  years.  INPUT 
estimates  that  revenue  for  the  fiscal  year  ending  November  1,  1987 
was  $1  million. 

As  of  June  1988,  the  company  had  10  employees. 


Key  Products  and  The  Business  Partner  Network  is  American  Custom  Software's 
Services  private  EDI  network.  Its  first  implementation  was  at  the  Chrysler 

Electronics  Division's  new  state-of-the-art  JIT  facility  in  Huntsville 
(AL).  The  Business  Partner  Network  connects  Chrysler  to  its 
suppliers  for  electronic  transfer  of  advance  ship  notices  and  order 
releases.  The  system  was  designed  for  up  to  4,000  suppliers  to  be 
on-line  with  Chrysler,  without  the  use  of  a third-party  network. 

The  Business  Partner  runs  on  an  IBM  PC  XT,  PC  AT,  or  PS/2 
Model  30,  acting  either  as  a standalone  system  or  as  a front-end  to 
a mainframe  or  minicomputer. 

The  communications  portion  of  the  Business  Partner,  which 
contains  automative  receive,  automatic  send,  and  electronic  mail 
functions,  sells  for  $2,000.  The  translation  portion  sells  for  $3,500. 

The  single  connection  series  sells  for  approximately  $2,500,  which 
includes  a modem  and  the  maintenance  fee  for  one  year. 

Discounts  are  available  for  additional  modules. 

Professional  services  offered  by  the  company  include  EDI 
consulting  services,  program  modification  and  development,  on- 
site training,  and  training  seminars. 


September  1988 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  2 


AMERICAN  CUSTOM  SOFTWARE 


INPUT 


Industry  Markets 


Geographic 

Markets 


ACS  also  provides  a bar-code  labeling  system  called  the  ACS 
Laserbar.  The  system  includes  the  Barcode  Assistant  software 
package  and  the  OASYS  Silver  Express  laser  printer. 


American  Custom  Software,  which  initially  served  the  automotive 
industry,  now  serves  the  EDI  needs  of  many  industries,  including 
manufacturing,  retail  distribution,  and  transportation. 

The  company  targets  Fortune  1000  companies  and  currently  has 
over  400  customers. 


American  Custom  Software  currently  sells  its  products  and 
services  within  the  U.S. 

To  distribute  its  products  and  services,  the  company  uses  a direct 
sales  force  as  well  as  an  automotive  dealer  network  and  a third- 
party  network.  Translink,  located  in  Dayton  (OH). 
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AMERICAN  DATA  SERVICES,  INC. 
4550  S.W.  Macadam  Avenue 
Portland,  OR  97208 
(503) 224-9110 


Jerald  E.  Crane,  President 
Wholly  Owned  Subsidiary  of 
Orbanco, Inc. 

Total  Employees:  400 
Total  Revenues,  Fiscal  Year  End 
12/31/78;  $10,299,000 
Non-Captive  Revenues:  $8,897,000 


THE  COMPANY 

• American  Data  Services  (ADS)  was  formed  as  a private  corporation  in  1956  to 
provide  general  business  processing  and  software  services  to  the  Pacific 
Northwest.  In  1969  a one-bank  holding  company  Orbanco,  Inc.,  purchased  ADS 
to  provide  processing  for  Oregon  Bank,  its  49  branch  subsidiary.  In  1978,  16% 
of  ADS  revenues  were  captive  to  the  parent. 

• In  1979  ADS  had  four  semi-autonomous  operating  divisions: 

Finanical  Services  Division  provided  Interactive  and  remote  batch 
processing  of  banking  applications  in  the  Pacific  Northwest. 

Data  Services  Division  provided  remote  and  batch  processing  services 
of  general  business  applications  throughout  Oregon  and  Washington. 
Alpine  Data  Systems  Division  provided  custom  and  packaged  software 
of  general  business  and  industry  specific  applications  throughout  the 
U.S. 

Timberline  Systems  Division  provided  general  business,  hotel,  restau- 
rant and  accounting  software  packages  throughout  the  U.S. 

• Local  competitors  of  ADS  include  Associated  Computer  Services,  Northwest 
Data  Services  (subsidiary  of  Poorman-Douglas),  and  United  Data  Centers 
(subsidiary  of  Tymshare). 

• Federal  laws  limiting  the  business  of  bank  holding  company  subsidiaries  to 
banking  related  services  compelled  Orbanco  to  divest  its  two  non-banking 
divisions  of  ADS  by  January  I,  1980.  To  comply,  ADS  has  sold  both  the 
Timberline  Systems  and  Alpine  Data  Systems  divisions  to  their  employees. 
Both  will  operate  as  separate,  privately  held  companies  next  year. 

• With  the  separation  of  half  the  company  in  1980,  ADS  will  consolidate  the 
remaining  two  divisions  into  one  operating  unit.  Processing  will  then  be  the 
only  service  available  from  ADS. 
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• ADS'  average  annual  growth  in  revenues  over  the  last  five  years  has  been  40%. 
Revenues  for  1978  were  $10.3  million,  up  49%  from  1977  revenues  of  $6.9 
million.  The  following  table  provides  a five  year  financial  summary: 


AMERICAN  DATA  SERVICES 
FIVE  YEAR  FINANCIAL  SUMMARY 


($  Thousands) 


YEAR 

ITEM  

1978 

1977 

1976 

1975 

1974 

Revenues 

$10,299 

$ 6,925 

$ 4,895 

$ 3,706 

$ 2,902 

. Percent  increase 

from  previous  year 

49% 

42% 

32% 

28% 

49% 

Non-captive  revenues 

$ 8,897 

$ 5,566 

$ 3,776 

$ 2,761 

$ 2,120 

. Percent  increase 

from  previous  year 

60% 

47% 

37% 

30% 

NA 

Net  income 

$ 463 

$ 379 

$ 292 

$ 241 

$ 174 

. Percent  increase 

from  previous  year 

22% 

30% 

21% 

39% 

100% 

• I960  ADS  revenue  will  be  significantly  lower  than  1979  due  to  the  divestiture 
of  two  divisions.  Combined  revenues  for  the  former  Alpine  Data  Systems  and 
Timberline  Systems  divisions  in  1979  were  about  $5.5  million. 

• In  1979,  ADS  employed  approximately  400  persons.  For  I960,  after  separating 
the  two  divisions,  total  employees  will  be  approximately  200.  The  1979 
employee  breakdown  is: 


- 

Marketing  and  sales 

75 

- 

Software  development 

100 

- 

Computer  operations 

200 

- 

Administrative 

25 

400 

KEY  PRODUCTS  AND  SERVICES 

• Revenue  contributions  for  1 979  were  approximately  as  follows: 

Processing  Services  50% 

Financial  Services  Division 
Data  Services  Division 

Software  Products  50% 

Alpine  Data  Systems  Division 
Timberline  Systems  Division  

100% 
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• The  Timberline  System  Division  contributed  approximately  $4  million  to  1979 
ADS  revenue;  70%  was  derived  from  software  product  sales  and  30%  from 
hardware  and  general  computer  accessories. 

Timberline  software  products  operate  on  Texas  Instruments  DS 
990/Model  4,  Burroughs  B80  and  B800  minicomputers.  Timberline  can 
provide  users  with  hardware  and  systems  software. 

Timberline  specializes  in  general  business  application  software 
packages.  Products  include  accounts  payable,  accounts  receivable, 
equipment  costing,  audit  entry  journalizing,  fixed  asset  accounting, 
general  ledger,  governmental  accounting,  job  costing,  local  improve- 
ment district  accounting,  loan  amortization,  payroll  systems,  property 
management,  tax  system  1040,  time  and  charges,  and  utility  billing 
system. 

Timberline  has  altered  these  applications  for  use  by  public  accountants, 
contractors,  hotels,  and  restaurants.  There  are  currently  over  1,500 
installations  of  Timberline  software  in  the  U.S. 

• The  Financial  Services  Division  contributed  approximately  $2.5  million  to  1979 
ADS  revenues.  Services  are  specialized  in  the  on-line  bank  processing  area. 

Eight  on-line  applications  are  currently  available:  certificate  of 

deposit,  commercial  loan,  demand  deposit  accounting,  installment  loan, 
mortgage  loan,  personal  loan,  and  savings. 

Financial  Services  presently  has  16  client  banks  with  94  total  branches. 
The  two  largest  users  are  Oregon  Bank  with  49  branches  and  Olympic 
Bank  with  19  branches. 

Specialty  services  available  now  only  to  Oregon  Bank  include 
Automated  Teller  Machine  processing.  Electronic  Funds  Transfer,  and 
PIPS  PAY-BY-PHONE.  Oregon  Bank  and  Olympic  Bank  have  mini- 
computer driven  on-line  teller  systems.  The  Financial  Services  Division 
plans  to  offer  these  services  to  other  clients  in  1980. 

Financial  Services  now  operates  only  in  the  Pacific  Northwest.  There 
are  plans  to  expand  this  offering  in  1980. 

• The  Data  Services  Division  contributed  approximately  $2.5  million  to  1979 
ADS  revenue.  Processing  services  are  currently  limited  to  the  general 
business  area. 

Applications  available  from  Data  Services  are  accounts  payable, 
accounts  receivable,  general  ledger,  investment  planning,  payroll,  and 
planning  analysis.  There  are  currently  1,200  users  of  these  services. 
Data  Services  has  begun  to  offer  industry  specific  applications.  Their 
general  business  applications  have  been  altered  to  accommodate  a 
restaurant's  accounting  needs  and  a similar  package  is  available  to 
construction  companies. 

In  1979,  8%  of  Data  Services  revenues  were  from  on-line  processing. 
ADS  expects  this  to  increase  to  20%  in  1980. 

Data  Services  also  performs  some  microfiche  processing  for  its  clients. 
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• Alpine  Data  Systems  Division  contributed  approximately  $1.3  million  to  1979 
ADS  revenues.  Software  products  marketed  are  general  business  applications 
for  minicomputers. 

Applications  currently  available  include  accounts  payable,  accounts 
receivable,  CPA  time  and  expenses,  general  ledger,  inventory  and  order 
entry,  legal  time  and  expense,  payroll,  and  property  management. 

All  software  operates  on  Digital  Equipment  Corporation  PDP-8  and 
PDP-11  minicomputers.  Alpine  Data  can  package  software  with 
hardware  as  a turnkey  system. 

Alpine  Data  Systems  currently  markets  its  products  only  in  the  Pacific 
Northwest. 


INDUSTRY  MARKETS  ADS  markets  its  products  primarily  to  banks,  manufac- 
turers, hotels,  restaurants,  and  accounting  firms.  Sales  of  general  business  applica- 
tions to  other  industry  sectors  is  also  performed. 


GEOGRAPHIC  MARKETS  Processing  services  are  available  only  in  the  states  of 
Washington,  Oregon,  and  California.  Software  products,  though  marketed  throughout 
the  U.S.,  are  also  concentrated  in  these  areas. 


COMPUTER  HARDWARE  ADS  has  one  Burroughs  BI860,  B3800,  and  B4800, 
computer  installed  in  its  Portland  data  center  as  well  as  an  IBM  370/135.  ADS  plans 
to  install  a Tandem  NON-STOP  minicomputer  in  1980  as  a front-end  processor  to 
allow  all  five  machines  to  operate  together. 
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AMERICAN  DATA  SERVICES,  INC. 
5210  S.  W.  Corbett  St. 
Portland,  Oregon  97201 
(503)  224-9II0 


W.  G.  Edwards,  President 
Wholly-owned  subsidiary  of  Orbanco,  Inc., 
a bank  holding  company. 

Computer  services  employees:  200 

Revenues,  fiscal  year  end  12/31/76: 

$5.5  million* 


COMPANY  BACKGROUND: 

• American  Data  Services,  Inc.  (ADS)  was  founded  by  Floyd  Campbell  in 
1957  as  a batch  processing  service  bureau. 

• In  1969,  ADS  was  acquired  by  Orbanco,  Inc.,  a bank  holding  company  as 
an  independent  data  processing  subsidiary. 


OVERALL  ASSESSMENT: 

• ADS  claims  20  - 25%  of  the  local  service  bureau  market , considers  its 
payroll  specialty  the  major  area  of  future  expansion,  and  expects 
15%  growth  over  the  next  five  years. 

• The  company  concentrates  marketing  staff  on  its  payroll  products. 
However,  a loss  in  software  package  and  data  processing  revenues 
because  of  an  increase  of  inhouse  minicomputer  installations  led  to 
ADS's  marketing  its  own  minicomputer  system  (based  on  DEC  PDP  11 
minis)  on  a facilities  management  basis.  These  contracts  are  cur- 
rently generating  5%  of  the  revenues. 

• Although  the  company  has  increased  its  revenues  from  $3.7  million 
at  FY  end  1975  to  the  estimated  $5.5  million  at  FY  end  1976,  a lack 
of  clear  cut  market  and  growth  objectives  may  prevent  the  company 
from  continuing  this  49%  growth  rate. 


KEY  PRODUCTS  AND  SERVICES: 

• ADS  averages  300  clients  for  its  four  divisions,  with  an  average 
relationship  of  three  years.  The  divisions,  each  offering  one  key 
product,  are  listed  below: 


"k 

Estimate  by  American  Data  Services  management. 


December/1976 

63.1 


INPUT 


COMPANY  HIGHLIGHT/AMERICAN  DATA  SERVICES,  INC. 


DIVISION 

PRODUCTS  OR  SERVICE 

NUMBER  OF 
YEARS 
OFFERED 

NUMBER 

OF 

USERS 

1 

% 

OF 

REVENUES 

Software 

Package 

Sales 

General  business  ap- 
plications packages: 
accounts  receivable 
and  payable,  general 
ledger,  payroll 

6 

200-300 
over 
6 years 

40 

Local 

Batch 

Processing 

General  business 
applications  with 
payroll  specialty: 
accounts  payable  and 
receivable,  general 
ledger,  inventory  con- 
trol 

17 

300 

33 

Banking 

Services 

Batch  and  online  pro- 
cessing for  DDAs  and 
savings  accounts 

7 

2 

22 

Minicomputer 

Market  facilities  man- 
agement contract  for 
minicomputer  systems 
based  on  DEC  PDP/11 

4 

3 

5 

APPLICATIONS ; 

• ADS  considers  payroll  its  specialty  but  also  offers  other  general 
business  applications,  as  noted  above. 


INDUSTRY  MARKETS; 

• Thirty-three  percent  of  ADS  revenues  are  generated  by  the  banking 
industry  with  the  remaining  revenues  distributed  throughout  the 
industry  categories. 

GEOGRAPHIC  MARKETS: 

• One  hundred  percent  of  ADS  revenues  are  derived  from  the  Pacific 
States . 
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COMPUTER  HARDWARE  AND  SOFTWARE: 

• To  provide  its  data  processing  services,  ADS  uses  one  each  DEC  PDP 
II;  Burroughs  B4700,  B700,  and  B80;  and  IBM  360/30  and  360/40.  It 
also  uses  key  to  disc  data  entry  equipment  but  few  terminals. 
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COMPANY  PROFILE 


AMERICAN  EXPRESS 
INFORMATION  SERVICES 
CORPORATION 

American  Express  Tower 
World  Financial  Center 
New  York,  NY  10285-4560 
(212)640-4451 


Henry  C.  "Ric"  Duques,  President 
and  CEO 

Wholly  Owned  Subsidiary  of  American 
Express  Company 
Total  Employees:  16,000(12/91) 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $827,000,000 


The  Company  American  Express  Information  Services  Corporation  (ISC)  was 

formed  in  1989  from  businesses  previously  organized  as  the  Data 

Based  Services  Group  of  American  Express  Travel  Related  Services 

Company,  Inc. 

ISC  is  currently  organized  into  the  following  business  units: 

• First  Data  Resources  (FDR),  based  in  Omaha  (NE)  with  6,500 
employees,  provides  third-party  processing  of  credit  and  debit 
card  transactions.  FDR  also  operates  a U.K.-based  subsidiary. 
First  Data  Resources,  Ltd.  (FDRL)  which  processes  more  than 
13  million  bankcard  accounts  annually. 

• American  Express  Integrated  Payment  Systems  (IPS),  based  in 
Denver  with  700  employees,  is  a worldwide  issuer  of  American 
Express^  MoneyOrder,  American  Express^  Official  Check,  and 
American  Express* *^  MoneyGram  products.  This  unit  also 
provides  cash  concentration  reporting  and  disbursement  services 
to  corporations  and  financial  services  institutions. 

• Health  Systems  Group  (HSG),  based  in  Charlotte  (NC)  with 
1,400  employees,  provides  processing  services  and  turnkey 
systems  to  health  care  institutions  and  physicians.  This  unit  was 
formed  in  1989  with  the  merging  of  Systems  Associates  (acquired 
in  1986)  and  McDonnell  Douglas  Health  Systems  Company 
(acquired  in  1989). 

• Integrated  Marketing  Services  (IMS),  based  in  Omaha  with  4,000 
employees,  provides  inbound  and  outbound  telemarketing 
services. 

• WATS  Marketing  (WATS),  based  in  Omaha  with  2,000 
employees,  offers  information  management,  teleservices,  and 
teleconferencing  services. 
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• Cable  Services  Group  (CSG),  based  in  Omaha  with  700 
employees,  provides  processing  services  and  turnkey  systems  to 
cable  television  operators.  Formed  in  1982,  the  operations  of 
this  unit  were  expanded  in  1988  with  the  acquisitions  of 
CompuLink  and  portions  of  IntelliTEK  Computer  Corporation. 

• The  Shareholder  Services  Group  (TSSG),  based  in  Boston  (MA) 
with  1,300  employees,  provides  shareholder  recordkeeping  and 
transfer  agency  services.  TSSG  was  formed  in  June  1989  when 
American  Express  purchased  the  mutual  fund  transfer  agency 
business  of  The  Boston  Company  from  Shearson  Lehman. 

• Integrated  Systems  Technologies  (1ST),  formed  during  mid-1991, 
is  based  in  Medford  (MA)  with  150  employees.  1ST  combines 
the  processing  operations  of  TSSG  with  the  IS  operations  of  The 
Boston  Company  (a  wholly  owned  subsidiary  of  Shearson 
Lehman  Brothers). 

• Call  Interactive^M,  based  in  Omaha  with  150  employees,  is  a joint 
venture  between  ISC  and  AT&T  that  provides  800  and  900 
telephone  facilities  for  high-volume  interactive  voice  services  in 
the  marketing  and  entertainment  industries. 

• A former  ISC  unit.  Securities  Information  Group  (SIG),  was 
formed  in  January  1991  to  manage  the  brokerage  data  processing 
operations  of  Shearson  and  other  brokerages.  SIG's  operations 
were  moved  backed  into  the  Shearson  organization  in  late  1991. 

ISC's  1990  revenue  reached  $827  million,  a 25%  increase  over  1989 
revenue  of  $660  million.  Net  income  rose  24%,  from  $83  million  in 
1989  to  $103  million  in  1990.  A three-year  financial  summary 
follows: 
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AMERICAN  EXPRESS  INFORMATION  SERVICES  CORPORATION 
THREE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

Revenue  (a) 

• Percent  Increase 

$827.0 

$660.0 

$447.0 

from  previous  year 

25% 

48% 

16% 

Pretax  income  from 
operations 
• Percent  increase 

$140.0 

$118.0 

$87.0 

from  previous  year 

19% 

36% 

N/A 

Net  income 
• Percent  increase 

$103.0 

$83.0 

$63.0 

from  previous  year 

24% 

32% 

15% 

(a)  Includes  a pretax  gain  of  $17  million  from  payments  made  by  Comdata  Holdings 
to  ISC  for  certain  FDR  businesses  acquired  by  Comdata  during  1989. 


ISC  results  were  attributed  to  the  following: 

• FDR's  credit  card  transactions  processed  increased  20%  in  1990 
compared  with  a 25%  increase  in  1989.  The  1990  increase 
reflects  international  growth  and  the  signing  of  new  accounts. 
Cardholder  accounts  on  file  grew  11%  to  44.3  million  in  1990, 
compared  with  39.8  million  and  36.5  million  in  1989  and  1988, 
respectively. 

• TSSG  added  3.6  million  shareholder  accounts  during  1990, 
bringing  the  total  number  of  accounts  to  8.7  million  as  of 
December  31, 1990,  compared  with  5.1  million  as  of  June  30, 
1989  when  ISC  entered  the  mutual  fund  processing  business. 

Acquisitions  made  during  1991  and  1990  include  the  following: 

• In  June  1991,  First  Data  Resources  acquired  Signet  Ltd.,  a U.K.- 
based  credit  card  processing  firm,  for  $235  million. 

- Signet  was  acquired  from  four  British  banks  - National 
Westminster,  Midland,  Lloyds,  and  Royal  Bank  of  Scotland. 

- Signet  processes  transactions  for  about  13  million  bank  cards 
in  Europe.  It  now  operates  as  First  Data  Resources  Ltd. 
(FDRL). 

- FDRL  currently  has  approximately  2,800  employees  and  data 
centers  in  Southerd  and  Basildon. 
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Key  Products  and 
Services 


• In  January  1990,  TSSG  acquired  Mellon  Mutual  Fund  Services 
Group  from  Mellon  Bank.  The  unit  provides  mutual  fund 
transfer  agency  services  for  approximately  1.2  million  remote 
service  shareholder  accounts. 

Major  competitors  by  business  unit  include  the  following: 

• FDR:  Total  Systems  Services,  Southern  States  Bankcard 
Association  for  card  processing;  National  Data  Corporation  and 
First  Financial  Management  Corporation  for  authorizations 

• IPS:  Western  Union  and  Travelers' Express 

• HSG:  Shared  Medical,  HBO  & Company,  Spectrum  Healthcare 
Solutions 

• IMS:  National  Data,  MetroNet,  AT&T,  and  Dun  & Bradstreet 

• WATS:  Dial  America,  Matrix  Marketing,  Idelman,  AT&T 
Transtech,  and  West  Telemarketing 

• TSSG:  DST  Systems 

• CSG:  CableData 

• Call  Interactive:  AT&T  and  West  Telemarketing 


INPUT  estimates  that  approximately  $725  million  of  ISC's  total 
1990  revenue  was  derived  from  U.S.  information  services,  of  which 
over  85%  was  from  processing  and  network  services  and  the 
remainder  from  software  products,  turnkey  systems,  hardware,  and 
other. 

A summary  of  ISC’s  information  services  activities  by  business  unit 
follows: 

First  Data  Resources  (FDR): 

One  hundred  percent  of  FDR's  revenue  is  derived  from  transaction 
processing  and  associated  support  services. 

FDR  provides  a range  of  services  for  the  management  and 
automation  of  debit  and  credit  card  activities,  including  cardholder 
and  merchant  accounting,  authorizations,  and  plastic  card  services. 
FDR  services  more  than  44  million  MasterCard  and  Visa  Card 
account  holders  and  handles  authorizations  for  hundreds  of  banks 
that  provide  merchant  services. 
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• As  of  September  1991,  FDR  was  processing  over  1.8  billion 
transactions  annually  for  over  700  clients  worldwide.  FDR 
processed  1.23  billion  credit  card  transactions  in  1990,  compared 
to  1.03  billion  in  1989. 

• FDR  handles  more  than  380  million  authorizations  each  year 
using  Electronic  Ticket  Capture  (a  point-of-sale  recording 
system),  voice/phone,  touch-tone  telephone  entry  and  computer- 
synthesized  voice  response,  POS  from  dial-up  terminals  and 
leased  terminals  via  a network  of  access  points,  and  electronic 
cash  registers  (CPU  to  CPU). 

FDR  Security  provides  a nationwide  investigation  and  fraud 
prevention  system  for  card-issuing  institutions  in  the  U.S. 

CardShare  Services,  Inc,  an  FDR  subsidiary,  provides  credit  card 
registration,  travel  reservation  services,  and  various  insurance 
products  to  issuers  that  offer  them  to  cardholders  as  benefits. 

FDR  has  NAS  AS/9080  and  IBM  3090-200  computers  operating 
under  MVS/XA  installed  at  its  data  center  in  Omaha.  A processing 
and  service  center  is  also  located  in  San  Mateo  (CA). 

First  Data  Resources,  Ltd.,  headquartered  in  Basildon,  provides 
credit  card  processing  services  in  the  U.K. 

• These  operations  were  expanded  in  June  1991  with  the 
acquisition  of  Signet,  adding  13,000  clients  in  the  U.K. 

Health  Systems  Group  (HSG): 

HSG  provides  processing  services  and  turnkey  systems  for  financial 
and  patient  care  applications  to  approximately  700  U.S.  hospitals. 

• During  1990,this  unit  consolidated  its  former  Systems  Associates 
and  McDonnell  Douglas  operations  to  Charlotte  (NC)  in  order 
to  better  service  marketing,  sales,  and  customer  service 
requirements. 

HSG  currently  offers  the  following  services/systems: 

’ The  Hospital  Financial  Control  (HFC)  system,  is  a distributed 
processing  service  currently  used  by  over  450  hospitals. 

- HFC  provides  more  than  30  modules  and  4,000  reports 
including  accounts  payable  and  receivable,  fixed  assets, 
payroll,  physician  statistics,  and  third-party  billing. 
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• Data  is  transmitted  via  on-line  terminals  or  PCs  from  the 
hospital  to  large-scale  IBM  processors  at  HFG's  data  center  in 
Charlotte. 

• The  Patient  Care  System  (PCS)  is  a Tandem-based  distributed 
system  that  manages  all  patient  information  and  recordkeeping, 
including  patient  admissions  and  registrations,  test  and 
procedure  ordering,  result  reporting,  historical  recordkeeping, 
and  nursing  treatments.  PCS  often  is  often  used  as  a front-end  to 
HFC.  There  are  currently  over  30  PCS  installations. 

• SAINT  is  an  in-house  hospital  information  system  that  provides 
integrated  financial  and  patient  care  software  modules  in  support 
of  administrative,  clinical,  and  data  communications. 

Cable  Services  Group  (CSG): 

CSG  provides  processing  services  and  PC-based  turnkey  systems  to 
over  1,000  cable  television  companies  and  satellite  dish  marketers. 

Applications  available  through  CSG  include  the  following; 

• Cable  Control  System,  for  on-line  subscriber  billing  and 
information  management 

• CableMAX,  a PC-based  subscriber  management  system  for 
smaller  cable  companies 

• CompuLink,  an  advertising  sales  management  tool 

• Viewpoint,  an  on-line  tool  used  to  sort,  analyze,  combine,  and 
organize  information  in  an  existing  cable  customer  data  base. 

CSG  services  supported  more  than  14.4  million  cable  subscribers  in 
1990,  compared  to  13.8  million  cable  subscribers  in  1989. 

In  addition  to  its  headquarters  in  Omaha,  CSG  has  regional  offices 
in  Englewood  (CO)  and  Lexington  (KY)  and  a national  sales  force. 
CSG's  data  center  is  in  Englewood. 

The  Shareholder  Services  Group  (TSSG): 

TSSG  provides  a range  of  shareholder  services  to  35  client  groups 
nationwide  and  is  currently  servicing  over  8.7  million  shareholder 
accounts,  compared  to  5.1  million  accounts  at  the  end  of  1989. 
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Services  available  through  TSSG  include: 

• Transaction  processing,  including  preparation  and  processing  of 
incoming  daily  trades  or  maintenance  items,  and  monitoring  and 
controlling  them  by  individual  client-specific  quality  control 
departments  to  ensure  compliance  with  corporate  policy  and 
regulatory  requirements 

• Reconciliation  of  internal  bank  accounts  to  facilitate  cash 
settlements  between  the  funds  and  shareholders 

• Handling  of  telephone  requests  from  existing  and  prospective 
shareholders  and  financial  consultants 

• Daily  front-end  and  back-end  verification  of  all  trades 
TSSG's  data  center  is  managed  by  1ST. 

Clients  include  Dreyfus  and  Shearson  Lehman. 

American  Express  Integrated  Payment  Systems  (IPS): 

IPS  provides  high-volume  transaction  processing,  information 
management,  and  worldwide  funds  transfer  services  to  consumers, 
financial  institutions,  and  corporations. 

Major  products  marketed  by  IPS  include  American  Express  Money^^ 
Orders,  American  Express*^  Official  Checks,  and  American 
Express*^  MoneyGram  money  transfer  services. 

IPS  also  provides  cash  management  services  for  corporations  and 
financial  services  institutions. 

• IPS  operates  as  an  electronic  clearinghouse  to  collect, 
concentrate,  and  disburse  financial  information.  The  electronic 
link  provides  customers  with  instant  access  to  their  investment 
funds  and  enables  cash  managers  to  analyze  investments  and 
take  advantage  of  financial  opportunities. 

Integrated  Marketing  Services  (IMS): 

IMS’  Marketing  Information  Services  Division  (MIS),  formed  in 
1987,  provides  a variety  of  data  base  services  used  to  enhance 
overall  direct  marketing  programs. 

• FastData^^  is  a joint  service  provided  with  Donnelley  Marketing, 
Inc.  (a  division  of  Dun  & Bradstreet).  FastData  provides  on-line 
access  to  an  up-to-date  consumer  information  file  (the  Donnelley 
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DQI  data  base)  of  over  90  million  U.S.  households.  Services 
range  from  address  verification,  through  in-depth  household 
descriptions,  to  family  and  neighbor  profiles  including 
demographic  information. 

• Data  base  enhancement  services  provided  include  merge/purge, 
data  appending,  NCOA/Zip  + 4,  and  data  base  storage  and 
maintenance. 

The  Teleservices  Division  of  IMS  provides  long-distance  call 
completion  services  to  customers  of  inter-exchange  carriers. 

The  Government  Services  Division  provides  transaction  processing 
and  telecommunications  services  to  federal,  state,  and  local 
government  agencies. 

• The  division  has  developed  an  insurance  verification  system  that 
provides  on-line  patient  information  to  health  care  providers, 
and  an  electronic  Medicaid  eligibility  verification  system  allowing 
provers  to  verify  recipient  eligibility  prior  to  provision  of 
Medicaid  services. 

• The  division  has  a contract  with  the  U.S.  Postal  Service  to 
provide  nine-digit  (ZIP  + 4)  Zip  Code  information.  This 
division  initiated  the  National  Change  of  Address  service  for  first 
class  mail  through  a non-exclusive  license  agreement  with  the 
U.S.  Postal  Service. 

WATS  Marketing  (WATS): 

WATS  provides  a range  of  inbound  and  outbound  telemarketing 
services. 

• The  Inbound  Division  provides  inbound  telemarketing  services 
to  Fortune  500  companies  and  their  direct  response  agencies, 
catalog  marketers,  publishers,  and  government  agencies. 

- WATS  Marketing  manages  programs  for  advertisers  who  use 
800-  and  900-numbers  to  offer  products  or  information. 

• More  than  1,500  trained  telemarketing  representatives  are 
used  to  serve  callers. 

• The  Outbound  Division  uses  lists  of  current  customers  or  self- 
targeted  prospects  to  make  calls  to  assist  clients  with  lead 
qualification,  direct  sales,  data  collection  and  surveys,  customer 
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service,  and  account  management.  This  division  specializes  in 
credit  card  acquisitions  and  warranty  programs  for 
manufacturers'  products. 

CALL  INTERACTIVE: 

Formed  in  August  1989,  CALL  INTERACTIVE  is  a joint  venture 
with  AT&T  that  uses  800  and  900  telephone  lines  for  direct  sales, 
market  research,  contests,  audience  participation  in  broadcasts,  and 
other  applications. 

Services  include: 

• AT&Ts  High  Capacity  Service  for  processing  up  to  10,000  calls 
in  90  seconds 

• Instant  data  analysis  of  caller  responses 

• Call  Limiting,  which  allows  sponsors  to  limit  the  number  of  calls 
per  day  from  any  household 

• Automated,  high-volume  order  taking,  recording,  and 
transcription 

’ Live  operator  and  customer  service  availability 

Clients  include  Capital  Cities/ABC,  Inc.,  MTV  Networks  and  V- 
Hl,  and  Beatrice/Hunt-Wesson  Foods. 


ISC's  revenue  is  derived  primarily  from  clients  in  banking  and 
finance,  retail,  medical,  and  cable  television,  and  direct  marketers 
in  various  industries. 


ISC  is  headquartered  in  New  York  and  has  a corporate  office  in 
Omaha. 

FDR  is  based  in  Omaha  and  maintains  branch  office  in  Omaha,  San 
Mateo  (CA)  and  Lake  Success  (NY),  and  has  a facility  in  Brighton 
(England). 

IPS  is  headquartered  in  Englewood  (CO). 

IMS  is  based  in  Omaha. 

WATS  is  based  in  Omaha. 
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HSG  is  based  in  Charlotte  (NC). 

TSSG  is  based  in  Boston  and  has  additional  facilities  in  Cleveland 
(OH)  and  Providence  (RI). 

CSG  is  based  in  Omaha  and  maintains  branch  offices  in  Lexington 
(KY)  and  Denver  (CO). 

1ST  is  based  in  Medford  (MA). 

Call  Interactive  is  based  in  Omaha  and  has  sales  offices  in  New 
York  and  Los  Angeles. 


Page  10  of  10 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


December  1991 


1 


INPUT 


c 

Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


May  1996 


American  Management 
Systems,  Incorporated 


Chairman:  Charles  O.  Rossotti 

Vice  Chairman:  Patrick  W.  Gross 

CEO:  Paul  A.  Brands 

President:  Philiip  M.  Giuntini 

4050  Legato  Road 
Fairfax,  VA  22033-4003 
Phone:  (703)  267-8000 

Fax:  (703)  267-5067 


BITIE 


Status:  Public 

Employees;  5,400(12/95) 

Revenue:  $632,433,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• American  Management  Systems’  (AMS’) 
revenue  has  increased  each  year  for  the  last 
26  consecutive  years. 

• AMS’  fastest  growing  vertical  business  is 
telecommunications,  which  increased  70% 
during  1995,  after  increasing  55%  during 
1994  and  27%  during  1993. 

c 


• AMS’  client/server  system  development 
business  increased  54%  to  $200  million 
during  1995,  after  increasing  44%  to  $130 
million  diiring  1994  and  55%  to  $90  million 
during  1993.  AMS  has  also  revamped  its 
core  software  modules  to  support  object- 
oriented  programming  and  client/server 
platforms.  The  company  projects  $280 
million  to  $320  million  in  client/server 
revenue  for  1996. 

• Revenues  in  Europe  increased  83%  to  $139 
million  during  1995,  with  new  clients  added 
in  the  financial  services  and 
telecommunications  markets.  AMS  now  has 
offices  in  ten  European  cities. 
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• In  June  1995,  AMS  announced  the  formation 
of  a new  practice  to  address  the  information 
needs  of  major  hospitals,  health  networks, 
and  managed-care  entities. 

Company  Description 

AMS,  founded  in  1970,  provides  business  and 
information  technology  consulting,  including 
business  reengineering,  change  management, 
systems  integration,  and  systems  development 
(including  reusable  and  custom  software)  and 
systems  implementation  services  to  many  of 
the  country's  largest  corporations,  hundreds  of 
city  and  state  governments  and  the  federal 
government,  and  large  international 
organizations. 

Since  1982,  AMS  has  specialized  in  providing 
services  to  large  telecommunications  and 
financial  services  firms,  federal  government 
agencies,  state  and  local  governments,  and 
education  as  follows: 

• Telecommunications  firms:  AMS  provides 
systems  consulting  and  integration  services 
for  order  processing,  customer  care,  billing, 
accounts  receivable,  and  collections  for  local 
exchange  and  interexchange  carriers  and  for 
cellular  telephone  companies.  Most  of  AMS’ 
work  involves  developing  and  implementing 
customized  capabilities  using  AMS’ 
applications  software  products  as  a 
foundation. 

• Financial  services  institutions:  AMS 
provides  information  technology  consulting 
and  systems  integration  services  to  money 
center  banks,  major  regional  banks, 
insurance  companies,  and  other  large 
financial  services  firms.  AMS  specializes  in 
corporate  and  international  banking, 
consumer  credit  management,  global 
custody  and  securities  systems,  and  bank 
management  information  systems. 


• Federal  government  agencies:  AMS 
provides  consulting,  computer  systems 
integration,  business  process  reengineering 
services,  systems  operations,  and  system 
development  and  implementation  services  to 
civilian  and  defense  agencies  and  aerospace 
companies.  AMS’  work  for  defense  agencies 
often  involves  expertise  in  engineering  and 
logistics. 

• State  and  local  governments  and  education: 
AMS  provides  systems  consulting, 
integration  services,  and  apphcations 
software  products  to  state,  county,  and 
municipal  governments  for  financial 
management,  revenue  management,  human 
resources,  social  services,  and  public  safety 
functions.  The  company  also  markets 
services  and  applications  software  products 
to  educational  institutions. 

• Other:  AMS  provides  various  professional, 
outsourcing,  and  systems  integration 
services  for  large  firms  in  other  industries, 
including  pharmaceuticals  and  health  care. 

Operations  and  Structure 

AMS’  current  organization  is  shown  in 
Exhibit  A. 

In  September  1993,  AMS  completed  the 
reorganization  of  its  top  management 
structure,  begun  in  late  1992  with  the  election 
of  Paul  A.  Brands  as  chief  executive  officer. 

AMS  is  currently  organized  by  vertical 
industry  lines  of 

business — ^Telecommunications,  Financial 
Services,  Federal  Government,  State  and 
Local  Government  and  Education, 
Pharmaceuticals,  and  Health  Care  Technology 
Services. 
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The  company  currently  has  49  offices 
worldwide,  including  39  in  North  America  and 
10  in  Europe,  with  an  additional  office  opening 
in  Italy  in  1996. 

U.S.  offices  are  in  Albuquerque  (NM); 
Arlington,  Fairfax,  Falls  Church,  Norfolk,  and 
Richmond  (VA);  Atlanta  (GA);  Austin  and 
Houston  (TX);  Birmingham  (AL);  Boston  (MA); 
Charlotte  (NC);  Chicago  (IL);  Fairborn  (OH), 
Jackson  (MS);  King  of  Prussia  (P  A);  Lakewood 
(CO);  Lexington  Park  (MD);  Los  Angeles, 
Redwood  City,  Sacramento,  San  Diego,  and 
Walnut  Creek  (CA);  Manchester  and  New 
Haven  (CT);  Minneapolis  (MN);  New  Orleans 
(LA);  New  York  and  Pearl  River  (NY); 
Oklahoma  City  (OK);  Portsmouth  (NH); 
Providence  (RI);  Roseland  (NJ);  Sarasota  (FL); 
Seattle  (WA);  and  Topeka  (KS). 

Other  North  American  offices  are  in  Mexico 
City  (Mexico),  and  Montreal  and  Ottawa 
(Canada). 

U.S.  subsidiary  locations  are  as  follows: 

• AMS  Operations  Corporation,  Inc.  is  in 
Lakewood  (CO). 

• AMS  Technical  Systems,  Inc.  is  in  Fairfax 
(VA). 

• AMS  Training  Services  (formerly  Data  Base 
Management  Inc.)  and  AMS  Courseware 
Developers  are  headquartered  in 
Manchester  (CT)  and  provide  consulting  and 
training  services. 

International  subsidiary  locations  are  as 
follows: 

• AMS  Management  Systems  Deutschland 
GmbH  is  located  in  Frankfurt  and  serves  as 
the  European  headquarters.  Offices  are  also 
in  Dusseldorf,  Mimich  and  Stockholm. 


• AMSY  Management  Systems  Netherlands 

B. V.  is  in  the  Hague. 

• AMS  Management  Systems  Europe,  S.A./ 
N.V.  is  in  Brussels  (Belgium). 

• AMS  Management  Systems  U.K.  Limited  is 
in  London.  A branch  office  is  located  in 
Lisbon  (Portugal). 

• Nordic  Business  Management  Systems  AB  is 
in  Stockholm  (Sweden). 

• AMS  Management  Systems  (Switzerland) 
AG  is  in  Bern. 

• AMS  Management  Systems  Espana,  S.A.  is 
in  Madrid. 

• AMS  Management  Systems  Canada,  Inc.  is 
in  Ottawa.  An  additional  Canadian  office  is 
in  Montreal. 

• AMS  Management  Systems  Mexico  S.A.  de 

C. V.  is  in  Mexico  City. 

Company  Strategy 

The  fundamentals/core  strengths  of  AMS’ 
business  include: 

• Providing  business/technology  analysis  and 
consulting 

• Developing,  integrating  and  implementing 
computer-based  systems 

• Developing  reusable  applications  for 
business  functions 

• Managing  long-term  client  relationships 

AMS  derives  approximately  87%  of  its 
business  each  year  from  clients  with  whom  it 
worked  in  the  previous  year. 
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AMS’  overall  strategy  for  the  1990s  includes: 

• Specializing  by  industry,  business  function, 
and  client  size 

• Managing  and  building  on  long-standing 
relationships  with  major  clients  in  vertical 
markets 

• Acting  as  a full-service  business  partner  for 
clients  in  AMS’  vertical  markets 

• Taking  responsibility  for  results — ^not  simply 
providing  resources 

• Forming  albances  and  partnerships  with 
clients  and  other  firms 

AMS  is  targeting  20%  annual  growth  in 

service  and  product  revenue  for  the  1990s. 

AMS’  growth  strategy  includes: 

• Selling  existing  capabilities  within  existing 
vertical  market  segments 

• Growth  within  existing  vertical  markets  by 
expanding  into  additional  market  niches 

- Along  functional  lines,  examples  include 
corporate  risk  management,  STRATA  (a 
decision  management  system),  Encoimter 
(a  point-of-contact  originations  utility),  and 
CARE  (Customer  Analysis  and 
Relationship  Enhancement)  programs  in 
financial  services  markets;  financial 
systems  in  the  telecommunications 
market;  the  ClaimsFlo  program  in 
insurance;  criminal  justice  and  human 
services  systems  in  state  and  local 
government;  sponsored  research  programs 
for  colleges  and  universities;  procurement 
support,  activity-based  cost  accounting, 
BPR,  and  imaging  systems  for  federal 
civilian  agencies;  and  intelligence  and 
claims  management  systems  for  federal 
defense  agencies. 


- Along  technology  lines,  examples  include 
Internet  technology,  object  technology, 
client/server,  imaging  and  workflow, 
graphical  user  interfaces,  and  mobile 
computing. 

• Continued  expansion  in  Europe,  by 
increasing  staff  from  420  to  more  than  700, 
increasing  offices  from  eight  to  10,  and 
revenue  growth  of  83%  to  over  $139  million 
in  1995.  Long-term  growth  markets  in 
Europe  include  financial  services  (25%)  and 
telecommimications  (30%). 

• Pursuit  of  selected  opportunities  that 
require  combined  expertise  from  two  (or 
more)  vertical  market  segments.  Examples 
include  federal  financial  systems  and  state 
environmental  programs,  telco  risk 
management,  revenue  management  systems 
for  state  and  local  governments  and  imaging 
for  financial  institutions. 

• Periodically  starting  into  a new  vertical 
market  segment  as  appropriate  (e.g.,  the 
pharmaceutical  industry  and  health  care 
markets) 

Long-term  U.S.  growth  targets  for  AMS’ 
vertical  markets  include  telecommunications 
(30%-40%),  insurance  (20%-25%),  financial 
services  (20%),  state  and  local  government 
(20%),  colleges  and  universities  (20%),  federal 
civilian  (15%-20%),  federal  defense  (5%-10%) 
and  other  (up  to  5%). 

In  the  area  of  AMS’  client/server  technology 
focus,  the  company's  strategy  is  to: 

• Deliver  client/server  solutions  with 
integration  to  legacy  systems 

• Design  advanced  user  interfaces  through 
user-centered  methodologies 
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• Use  object-oriented  techniques  through  tools 
and  analysis 

• Create  open  systems  by  capitalizing  on 
standards 

AMS  has  established  six  Knowledge  Centers, 
each  of  which  has  expertise  in  AMS’  core 
disciplines.  The  AMS  Center  for  Advanced 
Technologies,  an  applied  research  lab,  is 
dedicated  to  the  practical  application  of 
advanced  information  technologies,  including 


client/server,  object  technology,  mobile 
computing,  Internet  and  electronic  commerce, 
performance  measurement,  collaborative  work 
environments,  and  data  management. 

Financials 

AMS’  1995  revenue  reached  $632.4  million,  a 
38%  increase  over  1994  revenue  of  $459.9 
million.  Net  income  to  common  shareholders 
was  $29.1  million  in  1995,  compared  to  $23.1 
million  in  1994.  A five-year  financial 
summary  follows: 


American  Management  Systems 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

• Percent  change  from 

$632.4 

$459.9 

$364.0 

$332.5 

$284.4 

previous  year 

38% 

26 

9% 

17% 

9% 

Income  before  taxes 
• Percent  change  from 

$49.8 

$39.5 

$30.7 

$29.4 

$20.3 

previous  year 

26% 

29% 

4% 

45% 

15% 

Net  income  to  common  shareholders 
after  effect  of  accounting  change  (a) 

$29.1 

$23.1 

$17.0 

$17.6 

(c) 

$11.1 

• Percent  change  from 
previous  year 

26% 

36% 

N/A 

59% 

17% 

Net  earnings  per  share  (b) 
• Percent  change  from 

$0.72 

$0.60 

$0.46 

$0.50 

(c) 

$0.32 

previous  year 

20% 

30% 

N/A 

56% 

14% 

(a)  Includes  dividends  and  accretion  on  Series  B preferred  stock  of  $266,000,  $805,000,  $1.5  million,  and  $1.5 


million  in  1994,  1993,  1992,  and  1991,  respectively. 

(b)  Restated  to  reflect  a 3-for-2  stock  split  effective  January  5,  1996. 

(c)  Includes  a $1.6  million  ($0.05  per  share)  cumulative  effect  from  a change  in  the  method  of  accounting  for 
income  taxes. 


A five-year  summary  of  source  of  revenue  by 
vertical  market  is  shown  on  the  following 
page. 

• In  the  telecommunications  market,  services 
and  products  revenue  increased  70%  over 
1994.  More  than  79%  of  this  increase  was 


attributed  to  business  with  non-U.S.  clients, 
which  increased  105%  during  1995  to  $129 
million,  up  from  $61.6  million  in  1994.  The 
telecommunications  practice  accounted  for 
37%  of  AMS’  revenue  in  1995.  Business  in 
this  market  is  characterized  by  large 
projects,  with  relatively  few  clients. 
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Approximately  90%  of  the  1995  service  and 
product  revenue  in  this  market  came  from 
work  with  12  clients.  For  1996,  AMS 
expects  the  annual  growth  rate  in  this 


market  will  be  lower  than  that  for  1995,  but 
greater  than  the  company’s  overall  growth 
rate. 


American  Management  Systems 
Five-Year  Source  of  Revenue  by  Target  Market 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Services  and  application 
product  revenue 

Telecommunications  firms 

$205.2 

$120.6 

$77.8 

$61.2 

$32.4 

Percent  change  from 
previous  year 

70% 

55% 

27% 

89% 

3% 

Financial  services  institutions 

$131.3 

$91.5 

$59.9 

$57.1 

$49.7 

Percent  change  from 
previous  year 

43% 

53% 

5% 

15% 

(6%) 

Federal  government  agencies 

$95.8 

$87.5 

$91.6 

$89.8 

$75.2 

Percent  change  from 
previous  year 

9% 

(4%) 

2% 

19% 

19% 

State  and  local  government  and 
education 

$95.9 

$81.6 

$65.9 

$59.9 

$52.5 

Percent  change  from 
previous  year 

18% 

24% 

10% 

14% 

11% 

Other  corporate  clients 

$33.3 

$27.6 

$26.4 

$27.5 

$36.6 

Percent  change  from 
previous  year 

21% 

5% 

(4%1 

(25%) 

11% 

Subtotal 

$561 .5 

$408.8 

$321 .6 

$295.5 

$246.4 

Reimburse  expense  revenue 

70.9 

51.1 

$42.4 

$37.0 

$38.0 

Total 

$632.4 

$459.9 

$364.0 

$332.5 

$284.4 

• In  the  financial  services  institution  market, 
1995  services  and  products  revenue 
increased  43%  compared  to  1994,  due 
principally  to  build-ups  in  business  with 


clients  who  started  projects  in  the  second 
half  of  1994.  Business  with  non-U.S.  clients 
accounted  for  approximately  28%  ($37 
million)  of  the  revenues  of  this  market. 


American  Management  Systems 
May  1996 


©INPUT  1996.  Reproduction  prohibited. 


Page  7 of  21 


INPUT  Vendor  Profile 


For  1996,  AMS  expects  service  and  product 
revenue  from  this  market  to  increase  at 
rates  in  line  with  the  company’s  overall 
revenue  growth. 

• In  the  federal  government  market,  1995 
services  and  products  revenue  increased  9%. 
Business  with  U.S.  clients  decreased  from 
$87.2  million  in  1994  to  $82.4  million  in 
1995.  As  expected,  revenue  from  foreign 
government  defense  agencies  was  $13.4 
million,  up  significantly  from  $0.3  million  in 
1994.  AMS  expects  service  and  product 
revenue  in  this  market  to  increase 
approximately  at  the  same  rate  during  1996. 

• In  the  state  and  local  government  and 
education  market,  1995  services  and 
products  revenue  increased  by  18%  over 
1994.  Increases  were  fueled  by  several  large 
contracts  with  state  taxation  departments 
seeking  to  make  substantial  improvement  in 
collecting  delinquent  taxes.  AMS  expects 
revenue  from  this  market  to  increase  during 
1996  at  rates  in  line  with  the  increase  in  the 
company’s  overall  service  and  product 
revenues. 

• Services  and  products  revenue  from  other 
corporate  clients  increased  21%  over  1994. 
The  largest  contributor  to  the  1995  increase 
and  projected  1996  increase  is  in  AMS’ 
business  with  health  care  institutions,  where 
1995  revenues  exceeded  $13  million. 

Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1996  reached  $181.4  million,  a 34% 
increase  over  $135.8  million  for  the  same 
period  in  1995.  Net  income  reached  $6.6 
million,  compared  to  $4.9  million  for  the  same 
period  a year  ago. 

Service  and  products  revenue  increased  in  all 
market  segments,  led  by  telecommunications 


(increasing  51%),  state  and  local  government 
and  education  (increasing  41%),  and  financial 
services  (increasing  34%). 

Market  Financials 

A three-year  summary  of  AMS’  source  of 
revenue  is  shown  on  the  following  page. 

AMS  has  supplied  complex  systems  solutions 
for  41  of  the  50  largest  U.S.  banks;  all  top  ten 
retail  banks;  four  of  the  top  five  Canadian 
banks;  five  of  the  10  largest  insurance 
companies;  four  of  the  five  largest  energy 
firms;  100  federal  civilian  and  defense 
agencies;  more  than  50  of  the  Fortime  100; 
over  200  state,  city  and  county  governments, 
school  districts,  colleges  and  universities;  and 
telecommrmications  carriers. 

AMS’  target  markets  for  its  products  and 
services  include  the  following: 

• The  300  largest  banks  and  other  large 
financial  services  firms 

• Civilian  and  defense  government  agencies 

• Over  250  of  the  largest  state  agencies  and 
local  governments 

• Over  15  of  the  largest  local  education 
agencies 

• The  50  most  complex  research  institutions 
and  universities 

• The  300  largest  four-year  colleges  and 
community  colleges 

• The  150  largest  energy  firms 

• The  largest  global  telecommunications  firms 

• The  largest  pharmaceutical  companies 
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American  Management  Systems 
Three-Year  Source  of  Revenue  Summary 


Fiscal  Year 

Target  Market 

1995 

1994 

1993 

Service  and  Product  Revenue: 

Telecommunications  firms 

32% 

26% 

21% 

Financial  services  institutions 

21% 

20% 

17% 

Federal  government  agencies 

15% 

19% 

25% 

State  and  local  governments  and 

15% 

18% 

18% 

universities 

Other  corporate  clients 

5% 

6% 

7% 

Reimbursed  expense  revenue 

11% 

11% 

12% 

Total* 

100% 

100% 

100% 

* Differences  due  to  rounding. 


Geographic  Markets 

Approximately  75%  of  AMS’  1995  revenue  was 
derived  from  the  U.S.  and  25%  from 
international  sources  (including  export  sales). 


American  Management  Systems 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$462.4 

73% 

$367.8 

80% 

$311.2 

85% 

International  (a) 

170.0 

27% 

92.1 

20% 

52.8 

15% 

Total 

$632.4 

100% 

$459.9 

100% 

$364.0 

100% 

(a)  Includes  export  revenue  of  approximately  $98.6  million  in  1995,  $39.6  million  in  1994,  and  $19.5  million  in 
1993. 


A three-year  summary  of  geographic  sources 
of  revenue  is  shown  below. 
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Employees 

As  of  December  31,  1995,  AMS  had 
approximately  5,400  employees,  including 
4,849  exempt  staff  and  551  support  staff. 

During  1995,  AMS  hired  1,800  new 
consultants,  including  340  in  Europe. 

The  company  currently  has  approximately 
6,000  employees. 

Key  Products  and  Services 

AMS’  services  and  products  revenue  is 
recognized  as  follows: 

• For  large  professional  services  contracts, 
AMS  generally  contracts  either  on  the 
basis  of  reimbursement  of  costs  plus  a 
fixed  fee,  a fixed  or  ceiling  price  for  each 
phase,  unit  rates  for  time  and  materials 
used,  or  for  services  sold  at  unit  prices.  In 
most  cases,  AMS  receives  monthly  or  per- 
deliverable  progress  payments. 

- Most  of  AMS’  revenue  is  from  projects 
performed  under  cost-plus  contracts,  or 
imder  fixed-  or  ceiling-price  contracts  in 
which  AMS  recognizes  revenue  based  on 
the  percent  of  work  completed.  Many  of 
AMS’  projects  require  six  or  more 
months  to  complete. 

- In  September  1990,  AMS  was  awarded  a 
license  by  the  Carnegie  Mellon 
University  Software  Engineering 
Institute  (SEI)  for  the  Software  Process 
Assessment  methodology.  The  license 
enables  AMS  to  offer  software 
assessment  as  an  additional  service  to 
its  clients. 

• Revenue  from  licenses  for  off-the-shelf 
packaged  applications,  for  which  delivery 


has  occurred,  is  recorded  at  the  time  the 
contract  is  signed,  less  an  amo\mt 
approximately  equal  to  costs  required  to 
complete  the  contract,  which  is  later 
recognized  on  a percent-of-completion 
basis. 

- AMS  is  committed  to  IBM's  AD/Cycle 
application  development  strategy  and  is 
working  with  IBM  to  develop  versions  of 
its  applications  for  IBM's  System 
Application  Architecture  (SAA). 

- AMS  has  made  a major  commitment  to 
improving  the  productivity  and  quality 
of  its  work  for  clients  using  its  Life-cycle 
Productivity  System  (LPS),  a 
proprietary  combination  of  third-party 
and  AMS-developed  applications.  The 
LPS  methodology  covers  all  the  areas 
that  an  organization  needs  to  establish 
business  objectives,  to  identify  whether 
application  packages  or  other  reusable 
applications  can  meet  most  objectives 
and  to  determine  system  adaptations  to 
meet  specific  business  and  technical 
needs. 


o 


- AMS’  CORE  2000  Foundation  Software 
is  an  integrated  suite  of  reusable 
building  blocks  for  designing,  developing 
and  implementing  business  systems. 
CORE  2000  uses  leading-edge 
technologies  such  as  client/server,  object 
technology,  advanced  user  interfaces, 
distributed  data,  and  open  systems. 

- Software  applications  available  from 
AMS  are  presented  in  Exhibit  B. 
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Exhibit  B 


AMS  Applications  Software  Products 


Application 

Description 

Number 

Installed 

Operating 

Environment 

Consumer  Financial 
Services 

CreditLine 

- Automated  Credit 
Application  Processing 

Customer  credit  application 
processing  system 

80 

IBM  43XX,  30XX, 
ES/9000 

System  (ACAPS)® 

- BureauLink® 

Credit  bureau  request  processing 

95 

IBM  43XX,  30XX, 
ES/9000 

- Advanced  Consumer 
Lending  System  (ACLS) 

Loan  processing  system 

22 

IBM  43XX,  30XX, 
ES/9000 

- Computer  Assisted 
Collection  System  Plus 

Collection  management  system 

190 

IBM  43XX,  30XX, 
ES/9000,  AS/400 

(C  ACS  Plus) 

- Behavior  Scoring 

Risk  management  decision  support 

1 

IBM  43XX,  30XX 

- STRATA™ 

Decision  management 

New 

IBM  370,  PS/2 

- Collateral  Asset  Tracking 
System  (CATS) 

Integrates  accounting,  analysis,  and 
custody  functions 

1 

Database  Sen/er.  Sun 
Sparc20  UNIX,  Oracle 
7.1;  Client  Side:  PC, 
Windows  3.1 , 
PowerBuilder 

Collateral  Analysis  System 

Reviews  and  analyzes  customers’ 
collateral  documents  on  site  and 
on  the  road 

1 (as 
part  of 
CATS) 

(see  CATS) 

Custodial  Services  System 
(CSS) 

Facilitates  storing,  tracking  and  fee 
assessments  of  customer-held 
mortgages 

1 (as 
part  of 
CATS) 

(see  CATS) 

- Encounter 

Customer-focused,  risk-based  credi 
granting  system 

OS/2,  UNIX,  AMS'  CORE 
2000 

- Collections  Management 
Systems  (CMS) 

Organizes  and  schedules  collectionj 
activities 

1 40 

VSAM 

Claims  Processing 

- QuickStart  for  Data  Entry™ 

OCR/ICR  and  image  enabled 
application  for  data  entry  of  medical 
. hospital,  and  dental  claim  forms 

4 

Client/server:  Windows 
: 3.1 , Windows  95,  NT, 
Novell  and  UNIX  servers; 
Sybase,  Oracle,  ODBC 

(continued) 
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Exhibit  B (cont.) 

AMS  Applications  Software  Products 


Application 

Description 

Number 

Installed 

Operating 

Environment 

Corporate  Banking 

Letter  of  Credit  System  (LCS) 

Letters  of  credit,  reimbursements, 
Banker’s  acceptance  and  purchase 
order  processing 

29 

IBM  9370,  43XX/0S/MVS, 
IMS;  OS/2;  PC  MS-DOS; 
AT&T  UNIX  System  V 

Customer  Entry  System  (CES) 

Customer  interface  to  LCS 

20 

IBM  43XX/OS/MVS, 

IMS;  PC  MS-DOS;  OS/2 

Collection  Processing  System 
System  (CPS) 

Automation  for  clean  and 
documentary  collections 

18 

IBM/OS/MVS,  VSAM, 
IMS;  PC  MS-DOS;  OS/2 

Secured  Electronic 
Main  System  (SEMS) 

Bank  and  customer  message 
interface 

9 

IBM  9370,  43XX/OS/ 
MVS,  CICS,  VSAM,  IMS 

ITM  Telecommunications 
Module 

SWIFT,  cable/Telex  and  fax 
interfaces 

16 

IBM  9370,  43XX/OS/ 
MVS,  VSAM,  IMS;  OS/2 

AMS  TradeLine 

Letters  of  credit  and  collections 
processing  for  international  banks 

24 

IBM  OS/2  VI,  MVS, 
MVS/XA/ESA,  OS/2 

AMS  TradeLine/Client  Server'*''' 

Graphical  user  interface  to 
TradeLine 

5 

OS/2;  AT&T  UNIX 
System  V 

AMS  Access 

Interactive  customer  interface 
architecture 

3 

OS/2,  Windows 

Investments  Industry 

Securities  Lending  & 
Borrowing  System 

Securities  lending  and  borrowing 
for  debt  and  equity 

(In  devel.) 

UNIX,  Client/server 

Government  Systems 

AMS  ADVANTAGE®  Series 

- ADVANTAGE  Financial™ 

Integrated  suite  of  products  for 
government  financial  management — 
budgeting,  accounting,  treasury, 
material,  operations  management 

200+ 

IBM  390,  MVS,  VSE; 
IBM  RS/6000,  AIX; 
HP  9000,  UX 

- ADVANTAGE  HR™ 

Integrated  suite  of  products  for 
government  payroll  and  human 
resource  management 

50+ 

IBM  390,  MVS,  VSE; 
IBM  RS/6000,  AIX; 
HP  9000,  UX 

- ADVANTAGE  Revenue™ 
RS/6000 

Integrated  tax  administration  applic., 
including  taxpayer  ID,  returns, 

processing,  revenue  accounting, 
correspondence,  audit*,  enforcement 
(‘standalone  modules  available) 

10 

•k 

IBM  390,  MVS  (only 
Collections);  IBM 

AIX;  HP  9000,  UX; 
Windows  NT 

(continued) 
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Exhibit  B (cont.) 

AMS  Appiications  Software  Products 


Application 

Description 

Number 

Installed 

Operating 

Environment 

Education  Systems 

AMS  ADVANTAGE®  Series 

- ADVANTAGE  Financial™ 

integrated  suite  of  products  for 
local  and  higher  education  financial 
management,  including  budgeting 
and  accounting,  treasury,  material, 
and  operations  management 

70-h 

IBM  390,  MVS,  VSE; 
IBM  RS/6000,  AIX; 
HP  9000,  UX 

- ADVANTAGE  HR™ 

Integrated  suite  of  products  for 
local  and  higher  education  payroll 
and  human  resource  management, 
including  benefits,  position  control, 
and  applicant  tracking 

20-t- 

IBM  390,  MVS,  VSE; 
IBM  RS/6000,  AIX; 
HP  9000,  UX 

Telecommunications 
Industry  Systems 

TieLine 

Customer  contact  systems  for 
fixed-wire  operators 

IBM  370,  43XX,  30XX; 
MVS/ESA,  IMS/DB/DC 

-CAMS 

Customer  Account  Management 
System 

6 

IBM  370,  43XX,  30XX; 
MVS/ESA,  IMS/DB/DC 

- MPS 

Message  Processing  System 

7 

IBM  370,  43XX,  30XX; 
MVS/ESA,  IMS/DB/DC 

-SOMS 

Service  Order  Management 
System 

2 

IBM  370,  43XX,  30XX; 
MVS/ESA,  IMS/DB/DC 

- UP 

Usage  Pricing 

5 

IBM  370,  43XX,  30XX 
MVS/ESA,  IMS/DB/DC, 
UNIX 

Mobile2000 

Customer  management  and  billing 
system  for  wirefree  operators 

3 

IBM  3090,  MVS/ESA, 
DB2,  CICS,  ES/9000 

Spectrum2000 

Customer  management  and  billing 
system  for  wireless  network 
operators 

2 

VAX  Alpha,  UNIX 

Passport 

Customer  care  GUI  system  that 
interfaces  to  wireless  network 
operator’s  legacy  billing  system 

1 

SUN  Solaris,  UNIX 

Provis 

Standalone  commissions  system 
for  the  wireless  network  operator 

1 

SUN  Solaris,  UNIX 
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AMS  has  six  Knowledge  Centers,  each  of 
which  is  a community  of  AMS  people  with 
expertise  in  AMS’  core  disciplines. 

• Leveraging  existing  knowledge,  the 
Knowledge  Centers  enable  project  teams 
to  share  and  advance  knowledge, 
experience,  methodologies,  tools, 
techniques,  and  technologies  to  deliver 
products  and  services  to  clients. 

• AMS  has  Knowledge  Centers  for  Advanced 
Technologies,  Business  Process  Renewal, 
Systems  Development  and  Information 
Technology  Management,  Organization 
Development  and  Change  Management, 
Decision  Anal3dics,  and  Client 
Relationship  and  Project  Management. 

In  the  discussion  that  follows,  AMS’  products 
and  services  will  be  described  in  relation  to 
the  company's  target  markets. 

Telecommunications 

AMS  provides  professional  services  and 
applications  to  large  local  telephone 
companies,  interexchange  carriers, 
international  carriers  and  cellular  telephone 
companies.  Services  and  application 
revenue  from  this  market  reached  $205.2 
million  in  1995,  a 70%  increase  over  $120.6 
million  in  1994. 

• Applications  (see  the  exhibit)  support 
order  processing,  message  processing, 
billing,  customer  care,  accounts  receivable 
and  collections. 

• About  63%  ($129  million)  of 
telecommunications’  1995  business  was 
international.  The  unit  is  leading  AMS 
expansion  in  Europe.  Initiatives  include 
graphical  user  interfaces,  client/server, 
distributed  processing,  utilization  of  object- 
oriented  technology,  additions  of 
Spectrum2000  the  GSM  version,  and 


expansion  of  domestic  functionality  with 
NYNEX. 

• Initiatives  include  joint  development  of  a 
credit  risk  management  system  with 
BellSouth;  international  opportunities 
with  Dutch  PTT  and  Telia  AB  (Sweden); 
and  transforming  to  industry  standard, 
advanced  building-block  architecture. 

• AMS  is  developing  a common  customer 
care  and  billing  system  for  a consortium  of 
PTT  Telecom  Netherlands,  Telia  AB,  and 
Swiss  Telecom  PTT. 

AMS  has  implemented  versions  of  its 
TieLine  applications  for  companies  such  as 
AirTouch,  Alberta  Government  Telephones, 
ALLTEL,  BellSouth,  Cellnet,  Contel, 
Mannesmann  Mobilfunk,  NewVector,  Pacific 
Telecom,  Sprint,  Stentor,  and  U S WEST. 

Wireless 

Mobile2000  is  a customer  management  and 
billing  system  for  the  cellular  telephone 
industry,  jointly  developed  by  AMS  and 
NYNEX  Mobile  Communications. 

AMS  markets  and  supports  Mobile2000 
worldwide  and  provides  professional 
consulting  services. 

• AMS  is  implementing  Info-2000,  a 
comprehensive  customer  management  and 
billing  system,  at  Bell  Atlantic  NYNEX 
Mobile.  The  system  is  the  foundation  for 
Mobile2000. 

• In  October  1995,  AirTouch 
Communications  announced  the 
development  and  implementation  of 
Passport,  a GUI  front-end  interface  to 
AirTouch’s  existing  customer  care  and 
billing  system,  PRISM.  Passport  was 
designed  to  enable  reengineered  business 
processes  in  AirTouch’s  call  centers.  AMS 
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is  now  marketing  Passport  to  other  mobile 
communication  carriers. 

• In  February  1995,  AMS  was  awarded  a 
$10  million  contract  to  develop  a customer 
service  and  billing  system  based  on 
Mobile2000  for  Radiomovil  DIPSA  S.A. 
(Telcel),  the  leading  cellular  telephone 
service  provider  and  operator  of  the  only 
nationally  integrated  wireless  network  in 
Mexico.  The  system  was  successfully 
implemented  in  March  1996. 

• AMS  has  developed  and  implemented 
customer  care  and  bilhng  systems  for 
many  other  of  the  world’s  leading  cellular 
network  operators,  including  SNET 
Cellular,  Airtel  (Spain),  Belgacom 
(Belgium),  Mannesmann  Mobilefunk 
(Germany),  Telecel  (Mexico),  and  Telecel 
(Portugal). 

Financial  Services  (Banking  and  Insurance) 

AMS  provides  business  and  information 
management  consulting  and  system 
development  services  and,  as  part  of  those 
services,  also  provides  several  packaged 
applications  to  large  international  banks  and 
to  U.S.  money  center  and  regional  banks  and 
insurance  companies. 

• Services  and  products  revenue  from  this 
segment  were  $131.3  million  in  1995,  a 
43%  increase  over  $91.5  million  in  1994. 

• Financial  industry  clients  include  all  of  the 
top  10  U.S.  banks,  five  of  the  six  major 
Canadian  banks,  five  of  the  10  largest  U.S. 
insurance  companies,  seven  leading 
securities  firms,  and  three  of  the  top  five 
brokerage  firms.  In  Europe,  clients 
include  the  top  five  banks  in  Germany,  the 
three  largest  Belgian  banks,  the  three 
largest  Swiss  banks,  and  four  of  the  top  10 
banks  in  the  U.K.  In  Australia,  three  of 


the  top  five  banks  are  AMS  clients,  as  are 
two  of  the  top  five  finance  companies. 
Additional  clients  include  more  than  150 
other  banks  and  consumer  finance 
companies  around  the  world. 

AMS  consultants  assist  in  all  phases  of 
system  planning  and  project  management, 
including  strategic  systems  planning, 
business  process  redesign,  business-system 
concept  definition,  software  evaluation,  risk 
management  consulting,  credit  and  behavior 
scoring  model  development  and 
implementation,  custom  system  design, 
system  implementation,  packaged  system 
customization,  operations  and  efficiency 
analysis,  and  training  documentation. 

• AMS’  strategy  for  the  finance  industry  is  to 
accelerate  growth  in  the  areas  of  risk 
management  (consumer  and  corporate), 
customer  relationship  management, 
technology  (client/server,  imaging),  and 
business  transformation. 

• The  target  market  for  AMS’  consumer 
credit  management  applications  and 
services  is  organizations  that  extend  credit 
to  consumers  and  businesses,  including 
financial  institutions,  retailers, 
telecommunications  firms,  government 
agencies,  health  care  providers,  and  utility 
companies. 

• For  global  wholesale  processing  services, 
the  target  market  is  the  leading  U.S.  and 
international  financial  institutions.  In  the 
area  of  wholesale  banking,  AMS  is 
assisting  banking  clients  to  connect 
electronically  with  their  major  customers. 

In  March  1996,  AMS  and  The  Bank  of 
Montreal  announced  they  would  codevelop 
an  interactive  lending  decision  system  for 
mortgages,  credit  cards,  and  student  lines- 
of-credit  through  the  World  Wide  Web. 
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In  August  1995,  AMS  announced  the 
implementation  of  its  AMS  TradeLine/Client 
Server  trade  services  platform  at  Comerica 
Bank.  Comerica  has  also  partnered  with 
AMS  to  develop  Comerica  Gateway,  a 
treasury  management  tool  for  corporate 
customers  using  Windows-based  software 
and  graphical  user  interfaces. 

Other  AMS  clients  in  the  financial  services 
area  include  Bank  of  America,  Wells  Fargo 
Bank,  Bayerische  Vereinsbank,  American 
Express,  AT&T,  Banc  One,  Bank  of 
Montreal,  Barclays  Bank,  Barnetts  Bank, 
the  Royal  Bank  of  Scotland,  and  Citibank. 

In  the  area  of  insurance,  AMS  specializes  in 
operations  reengineering  and  underwriting 
systems  for  life  insurers.  The  firm  served  as 
integrator  for  Mutual  of  New  York's  CLUES 
expert  underwriting  system.  In  addition, 
AMS  worked  with  Mutual  Benefit  Life  in 
developing  a new  business  environment. 

• AMS  has  been  exclusively  designated  a 
"preferred  integration  partner"  by  the 
Lincoln  National  Corporation,  a vendor  of 
expert  underwriting  systems  to  the  life 
insurance  industry. 

• Other  clients  include  Provident  Insurance, 
Equitable,  PNC,  KeyCorp,  and  Aetna. 

• AMS  has  an  alliance  with  AlCorp,  a 
provider  of  expert  system  development 
software,  to  provide  training  and 
consulting  services  to  insurance 
companies. 

Federal  Government 
AMS  provides  professional  services, 
processing  and  systems  operations  services 
to  federal  government  civilian  and  defense 
agencies.  Services  and  products  revenue 
from  this  market  was  $95.8  million,  a 9% 
increase  over  $87.5  million  for  1994. 


• Service  and  product  revenue  from  U.S. 
federal  civilian  agencies  was  $55.3  million 
in  1995,  compared  to  $40.6  million  in  1994, 
$54  million  in  1993,  $51.6  million  in  1992, 
and  $44.9  million  in  1991. 

• Service  and  product  revenue  from  federal 
defense  clients  was  $63  million  in  1995, 
compared  to  $32.5  million  in  1994,  $37.6 
million  in  1993,  $38.2  million  in  1992,  and 
$30  million  in  1991.  In  this  shrinking 
overall  market,  AMS  management  believes 
modest  growth  can  be  obtained  by 
targeting  specific  niches  (intelligence, 
depot  consulting,  surface  ship 
maintenance,  health  care). 

Defense  Agencies — Professional  services  are 
provided  to  all  major  Army,  Navy,  Air  Force 
and  Marine  Corps  organizations  in  the  areas 
of  information  systems  and  technology 
applications.  AMS  also  provides  services  in 
support  of  logistics  and  maintenance 
engineering;  activity-based  costing; 
industrial  operations  improvements  and 
business  process  reengineering;  total  quality 
management  implementation  services;  and 
environmental  systems. 

• Information  systems  work  includes 
consulting  and  systems  development  for 
executive  decision  support  systems, 
strategic  systems  planning,  EDP 
acquisitions,  support,  quality  assurance, 
independent  verification  and  validation 
(IV&V),  and  life-cycle  management 
documentation  support.  Projects  include 
distributed  processing,  information 
engineering/information  systems 
architectures,  the  installation  of  LANs  and 
UNIX-based  systems,  and  the  application 
of  document  imaging  and  expert  systems. 

• In  the  field  of  engineering  and  logistics 
support  for  Navy  surface  ships,  key 
projects  include:  devising  new 
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maintenance  procedures  based  on 
condition  of  equipment,  emplo3dng 
automated  systems  for  test  and  diagnostic 
functions,  and  analyzing  trade-offs 
between  maintenance  priorities  and 
available  resources. 

• AMS  is  also  involved  in  projects  to  improve 
headquarters  and  field  logistics 
management  functions,  including  the 
development  of  decision  models  and 
performance  standards  for  maintenance, 
supply,  and  other  logistics  elements. 

• AMS  has  provided  techniced,  functional, 
engineering  and  management  support  to 
help  reengineer  the  business  processes  of 
the  U.S.  Navy’s  shipyards.  AMS  is  now 
designing,  developing,  and  implementing 
the  reengineered  business  processes  and 
the  technology  infrastructure  to  support 
those  processes. 

• Under  a subcontract  with  Science 
Applications  International,  AMS  is 
providing  systems  engineering  technical 
assistance  to  the  Center  for  Information 
Management  in  the  Defense  Information 
Systems  Agency  office.  The  five-year 
contract  has  a potential  value  to  AMS  of 
between  $12  million  and  $15  million. 

• In  April  1995,  AMS  was  awarded  a 
contract  with  the  Office  of  Assistant 
Secretary  of  Defense  for  Health  Affairs, 
potentially  worth  more  than  $320  million 
over  five  years,  to  build  and  support 
information  systems  for  U.S.  military 
medical  facilities  worldwide. 

• As  part  of  its  niche  strategy  for  growth, 
specific  initiatives  include  the  following: 

- AMS  is  providing  strategic,  operational, 
and  systems  consulting  for  depot 
operations.  AMS  has  won  $44  million  in 


contracts  for  naval  depots  through  1997 
and  is  targeting  other  DoD  services 
through  the  Joint  Logistics  Systems 
Command.  AMS  is  also  expanding 
maintenance  consulting  into  the  nuclear 
utilities  market,  with  four  under 
contract. 

- AMS  is  providing  a range  of  information 
consulting  and  financial  systems  to 
national  intelligence  agencies.  AMS  has 
provided  strategic,  technical,  and 
systems  consulting  for  Navy  surface 
ships  and  has  won  a $57  million  contract 
through  1997. 

- AMS  is  expanding  into  closely  related 
industries,  providing  facilities 
management  systems  to  utilities  and 
rmiversities  to  improve  plant 
maintenance. 

Civilian  Agencies — AMS  currently  provides 
professional  services  to  over  two  dozen 
federal  civilian  agencies  imder  various  basic 
ordering  agreements,  requirements-t3q)e 
contracts,  and  ADP  schedules. 

• Services  span  the  full  system  development 
life  cycle,  from  systems  planning  and 
technology  assessment  through 
requirements  analysis,  design, 
development,  and  implementation.  AMS 
also  performs  general  management 
consulting  assignments,  provides  quality 
improvement  consulting  and  training,  and 
furnishes  independent  validation  and 
verification  services. 

• Advanced  methodologies  applied  for 
civilian  agencies  have  included  Joint 
Application  Design  (JAD)  techniques, 
information  engineering,  business  process 
redesign,  and  computer-assisted  software 
engineering. 
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• Key  technology  initiatives  include 
distributed,  client/server  financial 
management  systems,  client/server 
administrative  systems,  and  reengineering 
of  business  processes  and  workflows, 
including  integration  of  image  technology 
in  administrative  and  programmatic 
workflows  and  client/server  tools  for 
performance  measurement  and  cost 
management. 

• Areas  of  specialization  include  office 
automation,  telecommunications,  financial 
accounting,  payroll/personnel,  regulatory 
operations,  and  administrative 
applications. 

AMS’  Federal  Financial  System  (FFS),  a 
large-scale  financial  accounting  application 
for  federal  agencies,  has  been  implemented 
in  38  agencies. 

• Recent  extensions  to  the  FFS  product  line 
include  a microcomputer-based  version  for 
local  site  financial  accounting,  the 
development  of  a new  module  for 
managing  relocation  and  moving  expenses, 
and  expanded  budget  preparation 
capabilities. 

• New  FFS  clients  added  in  1995  and  1994 
include  the  U.S.  Department  of  Veterans 
Affairs,  the  U.S.  Department  of  Housing 
and  Urban  Development,  and  the  Library 
of  Congress. 

• AMS  and  Digital  jointly  market  FFS 
accounting  software  for  Digital  VAX 
systems  to  the  federal  government. 

AMS  provides  systems  operations  services  to 
several  agencies,  including  developing  and 
operating  systems  customized  to  federal 
agency  requirements.  AMS  also  participates 
in  the  GSA  teleprocessing  services  program, 
under  which  agencies  can  purchase 


processing  services  from  information 
services  vendors. 

State  and  Local  Government ! Education 
AMS  provides  systems  integration  services, 
application  solutions,  and  professional 
services  to  state  and  local  governments,  local 
school  districts,  and  colleges  and 
universities.  Services  and  products  revenue 
from  this  market  reached  $95.9  million  in 
1995,  an  18%  increase  over  $81.6  million  in 
1994. 

• Services  and  products  revenue  from  state 
government  clients  was  $46  milHon  in 
1995,  compared  to  $35  million  in  1994,  $22 
million  in  1993,  $13.4  million  in  1992,  and 
$12.1  million  for  1991.  Key  growth  areas 
for  1995  included  human  services  and  child 
support,  state  revenue  and  tax  collection, 
and  state  departments  of  transportation 
projects. 

• Services  and  products  revenue  from  local 
government  clients  was  $28.4  million  in 
1995,  compared  to  $27  million  in  1994,  $25 
million  in  1993,  $22.2  million  in  1992,  and 
$20.6  million  for  1991.  Key  growth  areas 
for  1995  included  client/server-based 
financial  and  human  resources  projects. 

• Services  and  products  revenue  from 
education  clients  was  $17  million  in  1995, 
compared  to  $14  million  in  1994,  $15 
million  in  1993,  and  $22.4  million  in  1992. 
Key  growth  areas  for  1995  included 
client/server-based  financial  and  human 
resources  products  for  local  school  districts 
and  higher  education. 

• Services  and  products  revenue  from 
Canadian  federal  and  provincial 
governments  was  $4.7  million  in  1995, 
compared  to  $6  million  in  1994,  $3.4 
million  in  1993,  and  $2  million  in  1992. 
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Ongoing  projects  in  this  market  include  17 
statewide  financial  systems,  41  state  agency 
systems,  6 of  the  top  19  cities,  15  of  the  top 
50  counties,  11  Canadian  Federal  Ministries, 
8 of  the  top  100  large  school  districts,  and  15 
of  the  top  150  major  universities. 

Services  and  products  are  marketed  to  state 
and  local  governments  and  local  education 
agencies  for  financial,  human  resources,  and 
tax  management  applications. 

• In  November  1995,  AMS  began 
development  of  an  automated  statewide 
information  system  for  the  Rhode  Island 
Department  of  Children,  Youth  and 
Families.  During  1994  and  1995,  AMS 
was  also  selected  for  major  new  projects  in 
child/welfare,  child  support  and  other 
human  services  program  areas  with  11 
new  clients,  including  the  States  of 
Connecticut,  Arizona,  Alaska,  Oklahoma, 
and  Ohio. 

Systems  for  colleges  and  universities  focus 
on  financial,  human  resource,  student  and 
alumni,  and  fund-raising  information 
management  systems.  During  the  past  14 
years,  AMS  has  served  the  needs  of  more 
than  100  complex  institutions  in  the  U.S. 
and  Canada. 

• Examples  of  current  and  recent  clients 
include  Duke  University,  Indiana 
University,  Johns  Hopkins  University, 
Northwestern  University,  Purdue 
University,  Stanford  University,  and  the 
University  of  California  at  Davis. 

Other  Market  Areas 

In  June  1995,  AMS  formed  a health  care 
technology  services  practice  to  provide  a 
range  of  services  and  products  for  major 
hospitals,  health  networks,  and  managed- 
care  entities. 


• The  practice  offers  specialized  services  in 
strategic  systems  planning,  document 
imaging  and  workflow  applications, 
client/server  software  development, 
hospital  information  systems 
consolidation,  and  clinical  data  integration 
and  access. 

• In  recent  years,  AMS  has  provided 
information  technology  expertise  to 
hospitals,  state  hospital  associations, 
insurers,  other  commercial  health  care 
organizations,  a nationwide  organ  sharing 
network,  and  the  U.S.  Department  of 
Defense  managed-care  programs. 

• AMS’  health  care  projects  have  included 
strategic  information  systems  planning 
and  development,  decision  support 
systems,  customer  service  applications, 
groupware-based  systems,  claims 
processing  applications,  financial 
accounting  systems,  and  pharmaceuticals 
billing  systems. 

• AMS  also  provides  two  client/server-based 
health  care  document  imaging  solutions 
using  imaging  platforms  supplied  by 
FileNet  Corporation.  PatientLink  is  for 
patient  admitting,  patient  accounting,  and 
customer  service.  RecordLink 
electronically  stores,  retrieves,  and 
distributes  patient  information. 

• AMS’  health  care  practice  reported 
revenue  of  $13.3  million  in  1995. 

• Health  care  clients  include  Memorial 
Healthcare  System,  Birmingham  Hospital, 
and  the  U.S.  Department  of  Defense. 

AMS  has  completed  over  30  document- 
imaging projects,  including  systems 
integration  and  studies.  AMS  has 
implemented  large-scale  imaging  solutions 
using  hardware  supplied  by  IBM,  FileNet, 
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LaserData,  eind  other  vendors.  These 
projects  have  been  performed  for 
government  agencies,  financial  services  and 
insurance  firms,  public  utilities,  hospitals, 
and  transportation  companies. 

Since  1972,  AMS  has  provided  processing 
services  to  dozens  of  trade  associations  and 
membership  organizations,  including  the 
Association  of  Flight  Attendants,  the 
National  Alliance  of  Business,  and  the 
AARP.  Membership  accounting,  billing, 
pa3Toll,  and  related  services  are  provided  via 
the  Arlington  data  center. 

Through  AMS  Training  Services  and  AMS 
Courseware  Developers,  AMS  provides 
consulting  and  training  services  to  Fortune 
500/50  industrial  companies,  banks  and 
insurance  companies,  and  government 
agencies. 

• AMS  Training  Services  specializes  in  the 
design  and  development  of  applications 
systems  using  client/server  and  CASE 
technologies  and  specialized  DB/DC 
software  such  as  IMS,  CICS,  DB2,  and 
SQL.  AMS  Training  Services  also  provides 
system  programming,  DA,  DBA,  and  JAD 
technical  support. 

• AMS’  130-course  training  curriculum  uses 
interactive  machine  workshops  and 
addresses  such  areas  as  client/server, 

CASE  (ADW,  lEF,  Excelerator,  APS  and 
CSP),  Systems  Analysis  and  Design,  DB2, 
SQIVDS,  IMS,  CICS,  ORACLE,  SAA,  and 
Expert  Systems  and  Management 
Training  for  IS  professionals. 

• AMS  Courseware  Developers  specializes  in 
the  development  of  custom  computer-based 
training  (CBT)  and  multimedia  to  enhance 
the  performance  of  users  in  large 
organizations. 


Clients 

Long-standing  AMS  clients  include  the  EPA 
(1972),  New  York  City  (1975),  the  U.S.  Navy 
(1976),  United  Technologies  (1976),  Baker 
and  Tayler  (1981),  American  Express  (1982), 
Bank  of  Montreal  (1983),  AT&T  (1983), 

Bank  of  America  (1984),  Health  and  Welfare 
Canada  (1985),  the  State  of  Massachusetts 
(1985),  Los  Angeles  County  (1986),  the  IRS 
(1986),  Sprint  (1987),  and  Bell  Atlantic 
(1989). 

Marketing  and  Sales 

Marketing  is  done  principally  by  the  senior 
staff  (executive  officers,  vice  presidents, 
senior  principals  and  principals)  and  by  a 
small  number  of  full-time  salespersons  for 
each  large  market. 

In  the  government  markets,  AMS  replies 
selectively  to  requests  for  proposals, 
concentrating  on  those  closely  related  to 
previous  work  done  for  the  same  or  similar 
customers. 

Alliances 

AMS  has  technology  partnerships  with  a 
number  of  vendors,  including  GRiD  Systems, 
Centura  Software  Corporation  (formerly 
Gupta  Technologies),  IBM,  Intersolv,  Lotus, 
Microsoft,  Neuron  Data,  Novell,  Oracle, 
ParcPlace  Systems,  Powersoft,  Sybase  and 
Informix  Software.  Under  these 
partnerships,  AMS  works  with  vendors  to 
bring  specialized  capabilities  to  client 
projects  (e.g.,  object-oriented  programming, 
client/server  platforms,  etc.) 

In  August  1995,  AMS  announced  a business 
partner  agreement  with  Lotus  under  which 
AMS  will  offer  Lotus  Notes  products  and 
related  application  design  and  development 
services  to  large  enterprises  nationwide. 
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AMS  also  has  a number  of  equity 

partnerships  in  specialized  firms: 

• Advantage  KBS,  based  in  New  Jersey,  is  a 
consulting  company  specializing  in 
knowledge-based  systems.  AMS  has  a 10% 
equity  interest  in  Advantage  KBS. 

• Knowledge  Systems  Corporation,  based  in 
North  Carolina,  provides  training  and 
consulting  on  object  technology.  AMS  has 
a 14%  equity  interest  in  Knowledge 
Systems. 

• Tiburon,  Inc.,  based  in  California,  provides 
public  safety  and  criminal  justice 
applications.  AMS  has  an  approximately 
18%  equity  interest  in  Tiburon. 

Competitors 

Major  competitors  by  markets  served 

include  the  following: 

• Financial  services  institutions — ALLTEL 
Information  Services  (formerly 
Systematics),  Fair  Isaac,  and  Shaw 

• Federal  government  agencies — ^'Big  6" 
firms  and  various  systems  integrators 

• State  and  local  government/local  education 
agencies — ^KPMG,  D&B  Software,  Oracle, 
and  PeopleSoft 

• Colleges  and  universities — Systems  & 
Computer  Technology,  Oracle,  PeopleSoft, 
the  “Big  6,”  and  IBM 


• Telecommunications — Andersen 
Consulting  and  Cincinnati  Bell 
Information  Systems 

Assessment 

AMS  considers  its  strengths  to  include  the 

following: 

• AMS  establishes  long  standing 
partnerships  with  its  clients  (the  company 
derives  more  than  87%  of  its  business  each 
year  from  clients  with  whom  it  worked  in 
previous  years) 

• AMS  has  a track  record  for  producing 
genuine  results,  on  time  and  within  budget 

• AMS  has  developed  deep  business  and 
functional  expertise  in  the  markets  in 
which  it  has  chosen  to  focus 

• The  company  has  a sustained  growth  rate 
of  20%  and  has  grown  for  26  consecutive 
years 

Challenges  over  the  coming  year  include: 

• Recruiting,  developing,  and  retaining 
highly  qualified  people  (in  market 
conditions  which  are  extremely 
competitive  for  skilled  people) 

• Managing  the  challenges  and  risks 
associated  with  delivering  large,  complex 
projects 

• Managing  rapid  growth  without  sacrificing 
margins 
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Status;  Public 

Employees:  4,500  (12/94) 

Revenue:  $459,853,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• AMS'  revenue  has  increased  each  year  for  the  last 
25  consecutive  years. 

• AMS'  fastest  growing  vertical  business  is 
telecommunications,  which  increased  55%  during 
1994,  after  increasing  27%  during  1993  and  89% 
during  1992. 


• AMS’  client/server  system  development  business 
increased  44%  to  $130  million  during  1994,  after 
increasing  55%  to  $90  million  during  1993.  AMS 
has  also  revamped  its  core  software  modules  to 
support  object-oriented  programming  and 
client/server  platforms.  The  company  projects  $195 
million  in  client/server  revenue  for  1995. 

• Revenues  in  Europe  increased  166%  to  $76  million 
during  1994,  with  new  clients  added  in  the  financial 
services  and  telecommunications  markets.  AMS 
now  has  offices  in  eight  European  cities. 

• In  early  1994,  AMS  expanded  its  offerings  to  the 
financial  services  market  with  the  acquisition  of 
Vista  Concepts,  a leading  provider  of  integrated 
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sofhvare  and  related  services  to  the  global  securities 
market. 

• In  October  1993,  AMS  announced  the  formation  of 
a new  practice  to  address  the  business  and 
information  needs  of  the  pharmaceutical  industry. 

Company  Description 

AMS,  founded  in  1970,  provides  business  and 
information  technology  consulting,  including  re- 
engineering, systems  development  (including  reusable 
and  custom  software)  and  systems  integration 
services,  to  many  of  the  country's  largest  corporations, 
hundreds  of  city  and  state  governments  and  the  federal 
government,  as  well  as  large  international 
organizations. 

Since  1982,  AMS  has  specialized  in  providing 
services  to  large  telecommunications,  financial 
services  firms,  federal  government  agencies,  state  and 
local  governments  and  colleges  and  universities  as 
follows: 

• Telecommunications  firms:  AMS  provides 
professional  services  and  strategic  application 
development  and  implementation  services  for 
telecommunications  companies,  including 
application  systems  for  order  processing,  billing, 
accounts  receivable  and  collections  for  local 
exchange  and  intcrexchange  carriers. 

• Financial  services  institutions:  AMS  provides 
consulting  and  systems  integration  services 
application  solutions  and  consulting  to  mone\ 
center  banks,  major  regional  banks,  insurance 
companies  and  other  large  financial  scrv'iccs  firms, 
specializing  in  corporate  and  international 
banking,  consumer  credit  management,  global 
custody  and  securities  control  systems  and  bank 
management  information  systems. 

• Federal  government  agencies:  AMS  provides 
consulting,  business  process  re-engineering 
services,  systems  operations  and  system 
development  and  implementation  ser\'ices  to 
civilian  and  defense  agencies  and  aerospace 


companies.  AMS'  work  for  defense  agencies 
often  involves  expertise  in  engineering  and 
logistics. 

• State  and  local  governments  and  education:  AMS 
provides  systems  consulting,  integration  services 
and  applications  software  products  to  state, 
county  and  municipal  governments  for  financial 
management,  revenue  management,  human 
resources,  social  services  and  public  safety 
functions.  The  company  also  markets  serv'ices 
and  applications  software  products  to  universities 
and  colleges. 

• Other:  AMS  provides  various  professional  and 
systems  integration  services  for  large  fimis  in 
other  industries,  including  pharmaceuticals,  health 
care  and  energy. 

Operations  and  Structure 

AMS’  current  organization  is  showm  in  Exhibit  A. 

In  September  1993,  AMS  completed  the 
reorganization  of  its  top  management  structure,  begun 
in  late  1992  with  the  election  of  Paul  A.  Brands  as 
chief  c.xccutivc  officer. 

AMS  is  currently  organized  bv  vertical  industiy  lines 
of  business — State  and  Local  Government  and 
Education,  Federal  Government,  Financial  Services, 
Telecommunications  and  Pharmaceuticals. 

The  company  currenth'  has  41  offices  worldwide, 
including  33  in  North  America  and  8 in  Europe. 

U.S.  offices  are  m Arlington,  Fairfax,  Norfolk  and 
Richmond  (VA);  Albuquerque  (NM);  Atlanta  (GA); 
Austin  and  Houston  (TX);  Birmingham  (AL);  Boston 
(MA);  Charlotte  (NC);  Chicago  (IL);  Fairborn  (OH), 
Jackson  (MS);  King  of  Prussia  (PA);  Lakewood  (CO); 
Lexington  Park  (MD);  Los  Angeles,  Redwood  City, 
Sacramento  and  San  Diego  (CA);  Manchester  (CT); 
Minneapolis  and  Saint  Paul  (MN);  New  Orleans 
(LA);  New  York  and  Pearl  River  (NY);  Portsmouth 
(NH);  Roseland  (NJ);  Sarasota  (FL);  and  Seattle 
(WA). 
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U.S.  subsidiarv'  locations  are  as  follows: 

• AMS  Operations  Corporation.  Inc,  is  in  Lakewood 
(CO). 

• AMS  Technical  Systems,  Inc.  is  in  Arlington  (VA). 

• AMS  Training  Services  (formerly  Data  Base 
Management  Inc.)  and  AMS  Courseware 
Developers  are  headquartered  in  Manchester  (CT) 
and  provide  consulting  and  training  services. 

International  subsidiary  locations  arc  as  follows: 

• AMS  Management  Systems  Deutschland  GmbH  is 
located  in  Frankfurt  and  serves  as  the  European 
headquarters.  Offices  arc  also  in  Dusseldorf, 
Munich  and  Stockholm. 

• AMSY  Management  Systems  Netherlands  B.V.  is  in 
the  Hague. 

• AMS  Management  Systems  Europe,  S.A./  N.V.  is 
in  Brussels  (Belgium). 

• AMS  Management  Systems  U.K.  Limited  is  in 
London.  A branch  office  is  located  in  Lisbon 
(Portugal). 

• AMS  Management  Systems  Canada,  Inc,  is  in 
Ottawa.  An  additional  Canadian  office  is  in 
Montreal. 

• Nordic  Business  Management  Sx  stems  AB  is  in 
Stockholm  (Sweden). 

• AMS  Management  Systems  Mexico  S.A.  dc  C.V.  is 
in  Mexico  City. 

AMS  plans  to  open  additional  offices  in  Bern 

(Switzerland)  and  Madrid  (Spain)  during  1995. 


Company  Strategy 

Tlic  fiindamcntals/corc  strengths  of  AMS'  business 
include: 

• Providing  busincss/technologv’  analysis  and 
consulting 

• Developing,  integrating  and  implementing  computer- 
based  s\'stcms 

• Developing  reusable  applications  for  business 
functions 

• Managing  long-term  client  relationships 

AMS  derives  approximately  87%  of  its  business  each 
year  from  clients  with  whom  it  worked  in  the  previous 
year. 

AMS’  overall  strategy  for  the  1990s  includes: 

• Specializing  by  industry,  business  function  and 
client  size 

• Managing  and  building  on  long-standing 
relationships  with  major  clients  in  vertical  markets 

• Acting  as  a full-scrvicc  business  partner  for  clients 
in  AMS'  vertical  markets 

• Taking  responsibility  for  results — not  simply 
providing  resources 

• Fomiing  alliances  and  partnerships  with  clients  and 
other  firms 

AMS  is  targeting  20%  annual  growth  in  service  and 
products  revenue  for  the  1990s.  AMS'  growth 
strategy  includes: 

• Selling  existing  capabilities  w'ithin  existing  vertical 
market  segments 

• Growth  within  existing  vertical  markets  by 
expanding  into  additional  market  niches 


Page  4 of  18 


©INPUT  1995.  Reproduction  prohibited. 


American  Management  Systems 

May  1995 


INPUT  Vendor  Profile 


- Along  functional  lines,  examples  include  corporate 
risk  management,  STRATA  (a  decision 
management  system).  Encounter  (a  point  of 
contact  originations  utility)  and  CARE  (Customer 
Analysis  and  Relationship  Enhancement) 
programs  in  financial  services  markets;  financial 
systems  in  the  telecommunications  market;  the 
ClaimsFlo  program  in  insurance;  criminal  justice 
and  human  services  systems  in  state  and  local 
government;  sponsored  research  programs  for 
colleges  and  universities;  procurement  support, 
activity-based  cost  accounting  and  BPR  and 
imaging  systems  for  federal  civilian  agencies;  and 
intelligence  and  claims  management  systems  for 
federal  defense  agencies. 

- Along  technology  lines,  examples  include  object 
technology,  client/server,  application  dowusizing, 
imaging,  graphical  user  interfaces  and  mobile 
computing. 

• Expansion  in  Europe  by  increasing  staff  from  over 
60  to  420,  increasing  offices  from  four  to  eight  and 
revenue  growth  over  $76  million  in  1994.  Long- 
term growth  markets  include  financial  services 
(25%)  and  telecommunications  (30%). 

• Pursuit  of  selected  opportunities  that  require 
combined  expertise  from  two  (or  more)  vertical 
market  segments.  Examples  include  federal 
financial  systems  and  state  environmental  programs, 
telco  risk  management,  revenue  management 
systems  for  state  and  local  governments  and  imaging 
for  financial  institutions. 

• Periodically  starting  into  a new  vertical  market 
segment  as  appropriate  (e  g.,  the  phamiaceutical 
industiy-  and  health  care  markets). 


Long-temi  U.S.  growth  targets  for  AMS'  vertical 
markets  include  telecommunications  (25%-30%). 
insurance  (20%-25%),  financial  services  (20%).  state 
and  local  government  (20%),  colleges  and  universities 
(20%),  federal  civilian  (15%-20%),  federal  defense 
(5%-10%)  and  other  (up  to  5%). 

In  the  area  of  AMS’  client/server  technologv-  focus, 
the  company's  strategy  is  to: 

• Deliver  client/server  solutions  with  integration  to 
legacy  systems 

• Design  advanced  user  interfaces  through  user- 
centered  methodologies 

• Use  object-oriented  techniques  through  tools  and 
analysis 

• Create  open  systems  by  capitalizing  on  standards 

During  1993,  AMS  established  the  AMS  Center  for 
Advanced  Technologies  at  its  corporate  headquarters. 
The  Center,  an  applied  research  lab,  is  dedicated  to  the 
practical  application  of  advanced  information 
technologies,  including  clicnp'scrvcr,  object 
technology,  mobile  computing,  electronic  commerce 
and  data  management. 

Financials 

AMS’  1994  revenue  reached  $459.9  million,  a 26% 
increase  over  1993  revenue  of  364.0  million.  Net 
income  to  common  shareholders  was  $23.1  million  in 
1994,  compared  to  $ 1 7 million  in  1993. 

A five-vear  financial  summaiy  follows  on  the 
following  page. 
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American  Management  Systems 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

• Percent  change  from 

$459.9 

$364.0 

$332.5 

$284.4 

$260.3 

previous  year 

26 

9% 

17% 

9% 

16% 

Income  before  taxes 
• Percent  change  from 

$39.5 

$30.7 

$29.4 

$20.3 

$17.6 

previous  year 

29% 

4% 

45% 

15% 

107 

% 

Net  income  to  common  shareholders 
after  effect  of  accounting  change  (a) 

$23.1 

$17.0 

$17.6 

(b) 

$11.1 

$9.5 

• Percent  change  from 
previous  year 

36% 

N/A 

59% 

17% 

83% 

Net  earnings  per  share  (b) 
• Percent  change  from 

$0.90 

$0.69 

$0.74 

(c) 

$0.48 

$0.42 

previous  year 

30% 

N/A 

54% 

14% 

91% 

(a)  Includes  dividends  and  accretion  on  Series  B preferred  stock  of  $266,000,  $805,000,  $1.5  million,  $1.5 
million  and  $1.5  million  in  1994,  1993,  1992,  1991  and  1990,  respectively. 


(b)  Restated  to  reflect  a 3-for-2  stock  split  effective  October  28,  1994. 

(c)  Includes  a $1.6  million  ($0.07  per  share)  cumulative  effect  from  a change  in  the  method  of  accounting  for 
income  taxes 


A five-year  summary  of  source  of  revenue  b\’  vertical 
market  is  shown  on  the  following  page. 

• In  the  financial  services  institution  market.  1 994 
services  and  product  revenue  increased  53% 
compared  to  1993.  Approximately  one-fourth  of  the 
1994  increase  was  attributed  to  the  acquisition  of 
Vista  Concepts  in  December  1993. 

• In  the  federal  government  market.  1 994  scr\'iccs  and 
product  revenue  decreased  4%  due  to  reduced 
business  with  a foreign  defense  agency.  Business 
with  U.S.  clients  increased  5%  to  $87.2  million.  As 
expected,  revenue  from  foreign  government  defense 
agencies  dropped  to  $0.3  million,  down  significantly 
from  $8.6  million  in  1993.  However,  AMS 
experienced  continued  success  in  marketing  the 
Federal  Financial  S\  stcm  and  related  services. 


• In  the  state  and  local  government  and  education 
market,  1 994  services  and  product  revenue 
increased  by  24%  over  1993.  Increases  were  spread 
across  the  entire  client  base  in  the  market,  excluding 
the  higher  education  clients. 

• In  the  telecommunications  market,  services  and 
product  revenue  increased  55%  over  1993.  More 
than  86%  of  this  increased  was  attributed  to 
business  w ith  non-U. S.  clients,  which  increased 

1 50%  during  1 994  to  $6 1 .6  million. 

• Services  and  product  revenue  from  other  corporate 
clients  increased  5%  from  1993.  despite  the 
reductions  in  revenues  from  IBM.  Increases  in  work 
with  pharmaceutical  firms  helped  offset  the  loss  of 
IBM  work. 
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American  Management  Systems 
Five-Year  Source  of  Revenue  by  Target  Market 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Services  and  application 
product  revenue 

Financial  services  institutions 

$91.5 

$59.9 

$57.1 

$49.7 

$50.0 

Percent  change  from 
previous  year 

53% 

5% 

15% 

(6%) 

23% 

Federal  government  agencies 

$87.5 

$91.6 

$89.8 

$75.2 

$63.2 

Percent  change  from 
previous  year 

(4%) 

2% 

19% 

19% 

3% 

State  and  local  government  and 
education 

$81.6 

$65.9 

$59.9 

$52.5 

$47.2 

Percent  change  from 
previous  year 

24% 

10% 

14% 

11% 

8% 

Telecommunications  firms 

$120.6 

$77.8 

$61.2 

$32.4 

$31.4 

Percent  change  from 
previous  year 

55% 

27% 

89% 

3% 

109% 

Other  corporate  clients 

$27.6 

$26.4 

$27.5 

$36.6 

$33.1 

Percent  change  from 
previous  year 

5% 

(25%) 

11% 

15% 

Subtotal 

$408.8 

$321.6 

$295.5 

$246,4 

$224,9 

Reimburse  expense  revenue 

51.0 

$42.4 

$37.0 

$38.0 

$35.4 

Total 

$459.9 

$364.0 

$332.5 

$284.4 

$260.3 

Market  Financials 

A thrcc-\  car  summan.'  of  AMS'  source  of  revenue  is 
showTi  on  the  follow  ing  page. 

AMS  has  supplied  complex  systems  solutions  for  41 
of  the  50  largest  U.S.  banks;  all  top  ten  retail  banks: 
four  of  the  top  five  Canadian  banks;  five  of  the  10 
largest  insurance  companies;  four  of  the  five  largest 
energy  firms;  100  federal  civilian  and  defense 
agencies;  more  than  50  of  the  Fortune  100;  over  200 


state,  city  and  county  governments,  school  districts, 
colleges  and  universities;  and  telecommunications 
carriers. 

AMS'  target  markets  for  its  products  and  services 
include  the  following: 

• The  300  largest  banks  and  other  large  financial 
scrv'iccs  firms 
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• Civilian  and  defense  government  agencies 

• The  350  largest  state  agencies  and  local 
governments 

• The  250  largest  local  education  agencies 

• The  50  most  complex  research  institutions  and 
universities 


• The  300  largest  four-year  colleges  and  communitN 
colleges 

• The  150  largest  cncrg\-  firms 

• Tlie  largest  global  telecommunications  firms 

• The  largest  phannaceutical  companies 


American  Management  Systems 
Three-Year  Source  of  Revenue  Summary 


Fiscal  Year 

Target  Market 

1994 

1993 

1992 

Service  and  Product  Revenue: 

Financial  services  institutions 

20% 

17% 

17% 

Federal  government  agencies 

19% 

25% 

27% 

State  and  local  governments  and 
universities 

18% 

18% 

18% 

Telecommunications  firms 

26% 

21% 

18% 

Other  corporate  clients 

6% 

7% 

9% 

Reimbursed  expense  revenue 

11% 

12% 

11% 

Total 

-100% 

100% 

100% 

Geographic  Markets 

Approximately  80%  of  AMS'  1994  revenue  was 
derived  from  the  U.S.  and  20%  from  international 
sources  (including  export  sales). 

A thrce-\  car  summary  of  geographic  sources  of 
revenue  appears  on  the  following  page. 

Employees 

As  of  December  31,  1994.  AMS  had  4,500 
employees,  including  3,800  professional  staff  and  700 


support  staff.  The  company  currently  has  4.800 
employees. 

During  1994,  AMS  hired  1,200  new  employees  and 
lost  330  through  attrition.  Plans  for  1995  include 
1.400  new  hires,  with  a loss  of  approximately  450 
through  attrition,  bringing  the  total  number  of 
emploNCCs  to  an  estimated  5,150  by  the  end  of  1995 
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American  Management  Systems 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 
. $ 

Percent  of 
Total 

U.S. 

$367.8 

80% 

$311.2 

85% 

$286.6 

86% 

International  (a) 

92.1 

20% 

52.8 

15% 

45.9 

14% 

Total 

$459.9 

100% 

$364.0 

100% 

$332.5 

100% 

{a)  Includes  export  revenue  of  approximately  $39.6  million  in  1994,  $19.5  million  in  1993  and  $22.5  million  in 
1992. 


Key  Products  and  Services 

AMS’  services  and  product  revenue  is  recognized 

as  follows: 

• For  large  professional  services  contracts,  AMS 
generally  contracts  either  on  the  basis  of 
reimbursement  of  costs  plus  a fixed  fee,  a fixed 
or  ceiling  price  for  each  phase,  unit  rates  for  time 
and  materials  used,  or  for  services  sold  at  unit 
prices.  In  most  cases,  AMS  receives  monthly  or 
pcr-delivcrablc  progress  pa\mcnts. 

- Most  of  AMS'  revenue  is  from  projects 
performed  under  cost-plus  contracts,  or  under 
fixed-  or  ceiling-price  contracts  in  which  AMS 
recognizes  revenue  based  on  the  percent  of 
work  completed.  Manx  of  AMS'  projects 
require  six  or  more  months  to  complete. 

- In  September  1990.  AMS  was  awarded  a 
license  by  the  Carnegie  Mellon  Universitx 
Software  Engineering  Institute  (SEl)  for  the 
Software  Process  Assessment  methodology. 

The  license  enables  AMS  to  offer  software 
assessment  as  an  additional  service  to  its 
clients. 

• Revenue  from  licenses  for  off-the-shelf  packaged 
applications,  for  which  dcliveiy  has  occurred,  is 
recorded  at  the  time  the  contract  is  signed,  less  an 


amount  approximately  equal  to  costs  required  to 
complete  the  contract,  which  is  later  recognized 
on  a pcrccnt-of-completion  basis. 

- AMS  is  committed  to  IBM's  AD/C\  clc 
application  development  strategy  and  is 
working  wath  IBM  to  develop  versions  of  its 
applications  for  IBM's  System  Application 
Architecture  (SAA). 

- AMS  has  made  a major  commitment  to 
improving  the  productivity  and  quality  of  its 
work  for  clients  using  its  Life-cycle 
Productivity  System  (LPS),  a proprictarx' 
combination  of  third-party  and  AMS-dcveloped 
applications.  The  LPS  mcthodologx-  covers  all 
the  areas  that  an  organization  needs  to  establish 
business  objectives,  to  identife  whether 
application  packages  or  other  reusable 
applications  can  meet  most  objectives  and  to 
dctcmiine  system  adaptations  to  meet  specific 
business  and  tcclinical  needs. 

- AMS'  CORE  2000  Foundation  Software  is  an 
integrated  suite  of  reusable  building  blocks  for 
designing,  developing  and  implementing 
business  sy  stems.  CORE  2000  uses  leading- 
edge  technologies  such  as  client/server,  object 
technology,  advanced  user  interfaces, 
distributed  data  and  open  systems. 
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- Software  applications  available  from  AMS  are 
presented  in  Exhibit  B. 

In  the  discussion  that  follows,  AMS’  products  and 
services  will  be  described  in  relation  to  the 
company's  target  markets. 

Financial  Services  (Banking  and  Insurance) 

AMS  provides  business  and  information 
management  consulting  and  system  development 
services  and,  as  part  of  those  services,  also 
provides  several  packaged  applications  to  large 
international  banks  and  to  U.S.  money  center  and 
regional  banks  and  insurance  companies.  Services 
and  product  revenue  from  this  segment  were  $9 1 .5 
million  in  1994,  a 53%  increase  over  $59.9  million 
in  1993. 

AMS  consultants  assist  in  all  phases  of  system 
planning  and  project  management,  including 
strategic  systems  planning,  business  process 
redesign,  business-system  concept  definition, 
software  evaluation,  risk  management  consulting, 
credit  and  behavior  scoring  model  development  and 
implementation,  custom  system  design,  system 
implementation,  packaged  s>  stcm  customization, 
operations  and  efficiency  analysis  and  training 
documentation. 

• AMS'  strategy  for  the  finance  industry  is  to 
accelerate  growth  in  the  areas  of  risk 
management  (consumer  and  corporate),  customer 
relationship  enhancements,  tcchnologv 
(client/server,  imaging)  and  business 
transformation. 

• The  target  market  for  AMS’  consumer  credit 
management  applications  and  services  is 
organizations  that  extend  credit  to  consumers  and 
businesses,  including  financial  institutions, 
retailers,  telecommunications  firms,  government 
agencies,  health  care  providers  and  utilitv 
companies. 


• For  global  wholesale  processing  services,  the 
target  market  is  the  leading  U.S  and 
international  financial  institutions. 

Key  AMS  clients  in  the  financial  services  area 
include  Bank  of  America.  Wells  Fargo  Bank. 
Bayerische  Vcrcinsbank,  American  Express, 
AT&T,  Banc  One,  Bank  of  Montreal,  Barclays 
Bank,  Barnetts  Bank,  the  Royal  Bank  of  Scotland. 
Comcrica  and  Citibank. 

In  the  area  of  insurance,  AMS  specializes  in 
operations  re-engineering  and  underwriting  systems 
for  life  insurers.  The  firm  served  as  integrator  for 
Mutual  of  New  York's  CLUES  expert  undenvriting 
system.  In  addition,  AMS  worked  with  Mutual 
Benefit  Life  in  developing  a new  business 
environment. 

• AMS  has  been  exclusively  designated  a 
"preferred  integration  partner"  by  the  Lincoln 
National  Corporation,  a vendor  of  expert 
underwriting  systems  to  the  life  insurance 
industiy. 

• Other  clients  include  Provident  Insurance. 
Equitable,  PNC,  KeyCorp  and  Aetna. 

• AMS  has  an  alliance  with  AlCorp,  a provider  of 
expert  svstem  development  software,  to  provide 
training  and  consulting  services  to  insurance 
companies. 

Federal  Governmeni 

AMS  provides  professional  services,  processing 
and  systems  operations  services  to  federal 
government  civilian  and  defense  agencies.  Services 
and  product  revenue  from  this  market  was  $87.5 
million,  a 4%  decrease  from  $91.6  million  in  1993. 

• Service  and  product  revenue  from  U.S.  federal 
civilian  agencies  was  $40.6  million  in  1994, 
compared  to  $54  million  in  1993,  $5 1 .6  million 
in  1992  and  $44.9  million  in  1991. 
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Exhibit  B 


AMS  Applications  Software  Products 


Application 

Description 

Number 

Installed 

Operating 

Environment 

Credit  Management 

CreditLine 

- Automated  Credit 
Application  Processing 
System  (ACAPS) 

Customer  credit  application 
processing  system 

80 

IBM  43XX,  30XX 
ES/9000 

- BureauLink 

Credit  bureau  request  processing 

95 

IBM  43XX,  30XX 
ES/9000 

- Advanced  Consumer 
Lending  System  (ACLS) 

Loan  processing  system 

22 

IBM  43XX,  30XX 
ES/9000 

- Computer  Assisted 
Collection  System  Plus 
(CACSP/us) 

Collection  management  system 

190 

IBM  43XX,  30XX 
ES/9000.  AS/400 

- Behavior  Scoring 

Risk  management  decision  support 

1 

IBM  43XX,  30XX 

- STRATA 

Decision  management 

New 

IBM  370,  PS/2 

Corporate  Banking 

Letter  of  Credit  System  (LCS) 

Letters  of  credit,  reimbursements, 
Banker’s  acceptance  and  purchase 
order  processing 

29 

IBM  9370,  43XX/0S/ 
MVS,  IMS;  OS/2; 

PC  MS/DOS;  AT&T 
UNIX  System  V 

Customer  Entry  System  (CES) 
OS/2 

Customer  interface  to  LCS 

20 

IBM  43XX/OS/MVS, 
IMS;  PC  MS/DOS; 

Collection  Processing  System 
System  (CPS) 

Automation  for  clean  and 
documentary  collections 

18 

IBM/OS/MVS,VSAM, 
IMS;PC  MS-DOS;  OS/2 

Secured  Electronic 
Main  System  (SEMS) 
IMS 

Bank  and  customer  message 
interface 

9 

IBM  9370,  43XX/OS/ 
MVS,  CICS,  VSAM, 

ITM  Telecommunications 

Module 

OS/2 

SWIFT,  cable/Telex  and  fax 
interfaces 

16 

IBM  9370,  43XX/OS/ 
MVS,  VSAM,  IMS; 

AMS  TradeLine 

Letters  of  credit  and  collections 
processing  for  international  banks 

24 

IBM  OS/2  VI,  MVS, 
MVS/XA/ESA,  OS/2 

AMS  TradeLine/Client  Server 

Graphical  user  interface  to 
TradeLine 

5 

OS/2;  AT&T  UNIX 
System  V 

(continued) 
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Exhibit  B (cont.) 


AMS  Applications  Software  Products 


Application 

Description 

Number 

Installed 

Operating 

Environment 

Investments  Industry 

^ 

■ 

Securities  Processing  & Trust 
Accounting  System 

On-line,  realtime  global  securities 
settlement  and  clearance/asset 
management,  cash  movement  and 
control  system 

' 35+ 

IBM  370  and  above 

Securities  Lending  & 
Borrowing  System 

Securities  lending  and  borrowing 
for  debt  and  equity 

(In  devel.) 

UNIX,  client/server 

Government  Systems 

Federal  Financial  System 
(FFS) 

Accounting  and  financial 
reporting  system 

26 

IBM  3090,  43XX,  30XX 
93XX;  DEC  VAX 

Facilities  Management  System 
(FMS) 

Integrated  facilities  management 

New 

Windows/Mac,  TCP/IP, 
RISC  6000,  Sybase 

Procurement  Desktop  (PD) 

Electronic  office  for  procurement 
operations 

3 

UNIX  servers;  DOS/ 
Windows  clients 

Local  Government 
Financial  System 
(LGFS/ADVANTAGE™) 

Accounting,  financial  and  materials 
management  system 

130 

IBM  3090,  RS/6000/ 
MVS,  VSE,  AIX;  DEC 
VAXA/MS,  HP  9000/UX 

Government  Financial  System 
(GFS  ADVANTAGE™) 

Accounting,  financial  and  materials 
management  system 

39 

IBM  3090,  RS/6000 
MVS,  VSE,  AIX;  DEC 
VAX/VMS;  HP  9000/UX 

OASIS/ADVANTAGE  Tax 
Management  System 

Property  valuation,  tax  accounting, 
and  management  system 

28 

IBM  3090,  30XX,  43XX, 
9370/DOS/VSE, 
OSA/S1,  MVS 

Government  Human 
Resource  System 

(GHRS/ADVANTAGETM) 

Human  resources  and  payroll 
system 

41 

IBM  3090,  RS/6000/ 
MVS,  VSE,  AIX;  DEC 
VAX/VMS;  HP  9000/UX 

(continued) 
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Exhibit  B (cont.) 


AMS  Applications  Software  Products 


Application 

— 

Description 

Number 

Operating 

Installed 

Environment 

Education  Systems 

Local  Education  Agency 

Local  school  district  accounting, 

14 

IBM  390,  RS/6000/ 

Financial  System 

financial  and  materials 

MVS/VSE,  AIX;  DEC 

(LEAFS/ADVANTAGE™) 

management  system 

VAX/VMS;  HP9000/UX 

ADVANTAGE  Series 

- College  and  University 

Accounting  and  financial 

100 

IBM  370/390, 

Financial  System 

management  system 

ES/9000 

- Student  Information  System 

Admissions,  financial  aid. 

15 

IBM  370/390, 

student  records  and  student 
accounts  receivable  system 

ES/9000,  UNIX 

- Human  Resource  System 

Payroll/personnel,  applicant 

10 

IBM  370/390, 

tracking,  benefits  management 

ES/9000;  DEC  VAX 

LEGEND  Series 

- Facilities  Management 

Manages  inventory;  operates/ 

1 

IBM  370/390, 

System  (FMS/LEGEND) 

maintains  facilities;  manages 
design,  construction,  space, 
equipment;  performs  financial/ 
admin  services 

(New) 

ES/9000 

Telecommunications 
Industry  Systems 

TieLine 

Customer  contact  systems  for 

IBM  370,  43XX, 

fixed-wire  operators 

30XX;  MVS/ESA, 
IMS/DB/DC 

- CAMS 

Customer  Account  Management 

6 

IBM  370,  43XX, 

System 

30XX;  MVS/ESA, 
IMS/DB/DC 

- MPS 

Message  Processing  System 

7 

IBM  370,  43XX, 
30XX;  MVS/ESA, 
IMS/DB/DC 

- SOMS 

Service  Order  Management 

2 

IBM  370,  43XX, 

System 

30XX;  MVS/ESA, 
IMS/DB/DC 

- UP 

Usage  Pricing 

New 

IBM  370,  43XX, 
30XX,  MVS/ESA, 
IMS/DB/DC,  UNIX 

Mobile2000 

Customer  management  and  billing 

3 

IBM  3090,  MVS/ESA, 

system  for  wirefree  operators 

DB2,  CICS,  ES/9000 
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• Service  and  product  revenue  from  federal 
defense  clients  was  $32.5  million  in  1994, 
compared  to  $37.6  million  in  1993,  $38.2  million 
in  1992  and  $30  million  in  1991.  In  this 
shrinking  overall  market,  AMS  management 
believes  modest  growth  can  be  obtained  by 
targeting  specific  niches  (intelligence,  depot 
consulting,  surface  ship  maintenance,  health 
care). 

Defense  Agencies — Professional  services  are 
provided  to  all  major  Army,  Navy,  Air  Force  and 
Marine  Corps  organizations  in  the  areas  of 
information  systems  and  technology  applications. 
AMS  also  provides  services  in  support  of  logistics 
and  maintenance  engineering;  activity-based 
costing;  industrial  operations  improvements  and 
business  process  re-engineering;  total  quality 
management  implementation  services;  and 
environmental  systems. 

• Information  systems  work  includes  consulting 
and  systems  development  for  executive  decision 
support  systems,  strategic  systems  planning,  EDP 
acquisitions,  support,  quality  assurance  and 
independent  verification  and  validation  (IV&V) 
and  life-cycle  management  documentation 
support.  Projects  include  distributed  processing, 
information  engineering/information  systems 
architectures,  the  installation  of  LANs  and 
UNIX-based  systems  and  the  application  of 
document  imaging  and  expert  systems. 

• In  the  field  of  engineering  and  logistics  support 
for  Navy  surface  ships,  key  projects  include: 
devising  new  maintenance  procedures  based  on 
condition  of  equipment,  employing  automated 
systems  for  test  and  diagnostic  functions  and 
analyzing  trade-offs  between  maintenance 
priorities  and  available  resources. 

• AMS  is  also  involved  in  projects  to  improve 
headquarters  and  field  logistics  management 
functions,  including  the  development  of  decision 
models  and  performance  standards  for 
maintenance,  supply  and  other  logistics  elements. 


• AMS  has  provided  technical,  functional, 
engineering  and  management  support  to  help  re- 
engineer the  business  processes  of  the  U.S. 
Navy’s  shipyards.  AMS  is  now  designing, 
developing  and  implementing  the  re-engineered 
business  processes  and  the  technology 
infrastructure  to  support  those  processes. 

• Under  a subcontract  with  Science  Applications 
International,  AMS  is  providing  systems 
engineering  technical  assistance  to  the  Center  for 
Information  Management  in  the  Defense 
Information  Systems  Agency  office.  The  five- 
year  contract  has  a potential  value  to  AMS  of 
between  $12  million  and  $15  million. 

• In  April  1995,  AMS  was  awarded  a contract  with 
the  Office  of  Assistant  Secretary  of  Defense  for 
Health  Affairs,  potentially  worth  more  than  $320 
million  over  five  years,  to  build  and  support 
information  systems  for  U.S.  military  medical 
facilities  worldwide. 

• As  part  of  its  niche  strategy  for  growth,  specific 
initiatives  include  the  following: 

- AMS  is  providing  strategic,  operational  and 
systems  consulting  for  depot  operations.  AMS 
has  won  $44  million  in  contracts  for  naval 
depots  through  1997  and  is  targeting  other 
DoD  services  through  the  Joint  Logistics 
Systems  Command.  AMS  is  also  e.xpanding 
maintenance  consulting  into  the  nuclear 
utilities  market,  with  four  under  contract. 

- AMS  is  providing  a range  of  information 
consulting  and  financial  systems  to  national 
intelligence  agencies.  AMS  has  provided 
strategic,  technical  and  systems  consulting  for 
Navy  surface  ships  and  has  won  a $57  million 
contract  through  1997. 

- AMS  is  expanding  into  closely  related 
industries,  providing  facilities  management 
systems  to  utilities  and  universities  to  improve 
plant  maintenance. 
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Civilian  Agencies — ^AMS  currently  provides 
professional  services  to  over  two  dozen  federal 
civilian  agencies  under  various  basic  ordering 
agreements,  requirements-type  contracts  and  ADP 
schedules. 

• Services  span  the  full  system  development  life 
cycle,  from  systems  planning  and  technology 
assessment  through  requirements  analysis, 
design,  development  and  implementation.  AMS 
also  perfomis  general  management  consulting 
assignments,  provides  quality  improvement 
consulting  and  training  and  furnishes 
independent  validation  and  verification  services. 

• Advanced  methodologies  applied  for  civilian 
agencies  have  included  Joint  Application  Design 
(JAD)  techniques,  information  engineering, 
business  process  redesign  and  computer-assisted 
software  engineering. 

• Key  technology  initiatives  include  distributed, 
client/server  financial  management  systems, 
client/server  administrative  systems;  and  re- 
engineering of  business  processes  and 
workflows,  including  integration  of  image 
technology  in  administrative  and  programmatic 
workflows  and  client/server  tools  for 
performance  measurement  and  cost  management. 

• Areas  of  specialization  include  office 
automation,  telecommunications,  financial 
accounting,  payroll/personnel,  regulatory 
operations  and  administrative  applications. 

• Key  civilian  agency  clients  and  estimated  1993 
revenue  include  the  Treasury:  IRS  and  Customs 
($8  million  to  $10  million);  Veterans  Affairs  ($6 
million  to  $8  million);  Interior:  Geological 
Survey,  Minerals  Management  ($1 1 million  to 
$13  million);  Environmental  Protection  Agency 
($6  million  to  $8  million);  Education  ($I  million 
to  $3  million);  Housing  and  Urban  Development 
($2  million  to  $4  million). 


AMS’  Federal  Financial  System  (FES),  a large- 
scale  financial  accounting  application  for  federal 
agencies,  has  been  implemented  in  38  agencies. 

• Recent  extensions  to  the  FFS  product  line 
include  a microcomputer-based  version  for  local 
site  financial  accounting,  the  development  of  a 
new  module  for  managing  relocation  and  moving 
expenses  and  expanded  budget  preparation 
capabilities. 

• New  FFS  clients  added  in  1994  and  1993  include 
the  U.S.  Department  of  Agriculture,  the 
Department  of  Housing  and  Urban  Development 
(HUD),  the  Uniformed  Services  University  of  the 
Health  Services  and  the  Bureau  of  Alcohol, 
Tobacco  and  Firearms. 

• AMS  and  DEC  jointly  market  FFS  accounting 
software  for  DEC  VAX  systems  to  the  federal 
government.  AMS  also  participates  in  the  DEC 
Cooperative  Marketing  Program  (CMP)  in  the 
state  and  local  government  and  education 
markets. 

AMS  provides  systems  operations  services  to 
several  agencies,  including  developing  and 
operating  systems  customized  to  federal  agency 
requirements.  AMS  also  participates  in  the  GSA 
teleprocessing  services  program,  under  which 
agencies  can  purchase  processing  services  from 
information  services  vendors. 

Slate  and  Local  Government/ Education 

AMS  provides  systems  integration  services, 
application  solutions  and  professional  services  to 
state  and  local  governments,  local  school  districts 
and  colleges  and  universities.  Services  and  product 
revenue  from  this  market  reached  $81 .6  million  in 
1994,  a 24%  increase  over  $65.9  million  in  1993. 

• Services  and  product  revenue  from  state 
government  clients  was  $35  million  in  1994, 
compared  to  $22  million  in  1993,  $13.4  million 
in  1992  and  $12.1  million  for  1991.  Key  growth 
areas  for  1994  included  child  support,  state 
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financial,  state  revenue,  state  departments  of 
transportation  and  imaging  projects. 

• Services  and  product  revenue  from  local 
government  clients  was  $27  million  in  1994, 
compared  to  $25  million  in  1993,  $22.2  million 
in  1992  and  $20.6  million  for  1991 . Key  growth 
areas  for  1994  included  financial,  human 
resources,  imaging  and  criminal  justice  projects. 

• Services  and  product  revenue  from  education 
clients  was  $14  million  in  1994,  compared  to  $15 
million  in  1993  and  $22.4  million  in  1992.  Key 
growth  areas  for  1994  included  local  school 
districts  and  new  offerings  for  higher  education. 

• Services  and  product  revenue  from  Canadian 
federal  and  provincial  governments  was  $6 
million  in  1994,  compared  to  $3.4  million  in 
1993  and  $2  million  in  1992. 

Ongoing  projects  in  this  market  include  17 
statewide  financial  systems,  4 1 state  agency 
systems,  6 of  the  top  19  cities,  1 5 of  the  top  50 
counties,  1 1 Canadian  Federal  Ministries,  8 of  the 
top  100  large  school  districts  and  15  of  the  top  150 
major  universities. 

Services  and  products  are  marketed  to  state  and 
local  governments  and  local  education  agencies  for 
financial,  human  resources  and  ta.\  management 
applications. 

• In  November  1993,  AMS  was  awarded  a $5.5 
million  systems  integration  contract  to  implement 
an  advanced  automated  procurement  system  for 
Government  Services  Canada. 

• In  October  1993,  AMS  was  awarded  a $4.9 
million  consulting  and  systems  development 
contract  by  the  Minnesota  Pollution  Control 
Agency.  The  new  management  system  will 
support  all  major  environmental  protection 
programs  operated  by  the  state. 


• Other  key  contract  awards  received  during  1993 
and  1994  include  the  States  of  California  and 
Mississippi  for  tax  revenue  systems  and 
Connecticut  and  Pennsylvania  for  child  support 
enforcement  systems. 

Systems  for  colleges  and  universities  focus  on 
financial,  human  resource,  student  and  alumni  and 
fund-raising  information  management  systems. 

• AMS  has  received  key  contract  awards  from 
Columbia  University,  University  of  Texas  at 
Galveston,  University  of  Hawaii,  Columbia 
University,  Fresno  Schools,  Salem  Keizer 
Schools,  Los  Angeles  Unified  Schools  and 
Cherry  Creek  Schools. 

Telecommunications 

AMS  provides  professional  services  and 
applications  to  large  local  telephone  companies, 
interexchange  carriers,  international  carriers  and 
cellular  telephone  companies.  Services  and 
application  revenue  from  this  market  reached 
$120.6  million  in  1994,  a 55%  increase  over  $77.8 
million  in  1993. 

• Applications  (see  the  exhibit)  support  order 
processing,  message  processing,  billing,  accounts 
receivable  and  collections. 

• About  5 1%  of  telecommunications’  1994 
business  was  international.  The  unit  is  leading 
AMS  expansion  in  Europe.  Initiatives  include 
graphical  user  interfaces,  client/server, 
distributed  processing,  utilization  of  object- 
oriented  technology,  additions  of  the  GSM 
version  and  expansion  of  domestic  functionality 
with  NYNEX. 

• Initiatives  include  joint  development  with 
BellSouth,  international  opportunities  with  Dutch 
PTT  and  Telia  AB  (Sweden);  and  transforming 
to  industry  standard,  advanced  building-block 
architecture. 
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AMS  has  implemented  versions  of  its  TieLine 
applications  for  companies  such  as  Bell  Atlantic, 
BellSouth,  Contel,  Pacific  Telecom,  Sprint, 
ALLTEL,  Stentor  (formerly  Telecom  Canada)  and 
Alberta  Government  Telephones. 

Mobile2000  is  a customer  management  and  billing 
system  for  the  cellular  telephone  industry,  jointly 
developed  by  AMS  and  NYNEX  Mobile 
Communications. 

• AMS  markets  and  supports  Mobile2000 
worldwide  and  provides  professional  consulting 
services. 

• AMS  is  implementing  Info-2000,  a 
comprehensive  customer  management  and  billing 
system,  at  NYNEX  Mobile.  The  system  is  the 
foundation  for  Mobile2000. 

• In  February  1995,  AMS  was  awarded  a $10 
million  contract  to  develop  a customer  service 
and  billing  system  based  on  Mobile2000  for 
Radiomovil  DIPSA  S.A.  (Telcel),  the  leading 
cellular  telephone  service  provider  and  operator 
of  the  only  nationally  integrated  wireless  network 
in  Me.xico. 

• In  July  1994,  AMS  was  awarded  a $20  million 
contract  by  Telia  Mobitel,  a leading  Swedish 
cellular  carrier,  to  develop  a customer  care  and 
billing  system  based  on  Mobile2000.  One 
implemented,  the  system  will  support  more  than 
one  million  subscribers. 

• Other  mobile  communications  clients  include 
SNET  Cellular,  AirTouch  Cellular,  TU-KA, 

Telia  Mobitel  (Sweden),  Tokyo  Digital  Phone 
(Japan)  and  Telecel  (Portugal). 

Other  Market  Areas 

AMS  provides  energy  applications  and  custom 
system  development  and  support  services  to  energy 
companies  and  government. 


• Energy  applications  include  oil  and  gas 
accounting  and  financial  management  reporting, 
revenue  accounting  and  distribution  and  property 
accounting. 

• Professional  services  provided  to  energy  clients 
include  business  consulting  to  help  clients 
identify  profitable  areas  for  system  development 
and  the  preparation  of  strategic  plans  for 
management  information  systems;  systems 
development,  from  initial  concept  definition 
through  system  design,  development, 
implementation  and  support;  and  technical 
consulting  in  such  areas  as  hardware  planning, 
network  design,  operation  evaluations  and  timing 
and  systems  software  support. 

AMS  has  completed  over  30  document-imaging 
projects,  including  systems  integration  and  studies. 
AMS  has  implemented  large-scale  imaging 
solutions  using  hardware  supplied  by  IBM, 

FileNet,  LaserData  and  other  vendors.  These 
projects  have  been  performed  for  government 
agencies,  financial  services  and  insurance  firms, 
public  utilities,  hospitals  and  transportation 
companies. 

Since  1972,  AMS  has  provided  processing  services 
to  dozens  of  trade  associations  and  membership 
organizations,  including  the  Association  of  Flight 
Attendants,  the  National  Alliance  of  Business  and 
the  AARP.  Membership  accounting,  billing, 
payroll  and  related  services  are  provided  via  the 
Arlington  data  center. 

Through  AMS  Training  Services  and  AMS 
Courseware  Developers,  AMS  provides  consulting 
and  training  services  to  Fortune  500/50  industrial 
companies,  banks  and  insurance  companies  and 
government  agencies. 

• AMS  Training  Services  specializes  in  the  design 
and  development  of  applications  systems  using 
client/server  and  CASE  technologies  and 
specialized  DB/DC  software  such  as  IMS,  CICS, 
DB2  and  SQL.  AMS  Training  Services  also 
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provides  system  programming,  DA,  DBA  and 
JAD  technical  support. 

• AMS’  130-course  training  curriculum  uses 
interactive  machine  workshops  and  addresses 
such  areas  as  client/server,  CASE  (ADW,  lEF, 
Excelerator,  APS  and  CSP),  Systems  Analysis 
and  Design,  DB2,  SQL/DS,  IMS,  CICS, 
ORACLE,  SAA,  Expert  Systems  and 
Management  Training  for  IS  professionals. 

• AMS  Courseware  Developers  specializes  in  the 
development  of  custom  computer-based  training 
(CBT)  and  multimedia  to  enhance  the 
performance  of  users  in  large  organizations. 

Clients 

Long-standing  AMS  clients  include  the  EPA 
(1972),  New  York  City  (1975),  the  U.S.  Navy 
( 1 976),  United  Technologies  ( 1 976),  Baker  and 
Tayler  ( 1 98 1 ),  American  Express  ( 1 982),  Bank  of 
Montreal  (1983),  AT&T  (1983,  Bank  of  America 
(1984),  Health  and  Welfare  Canada  (1985),  the 
State  of  Massachusetts  (1985),  Los  Angeles 
County  (1986),  the  IRS  (1986),  Sprint  (1987)  and 
Bell  Atlantic  (1989). 

Marketing  and  Sales 

Marketing  is  done  principally  by  the  senior  staff 
(executive  officers,  vice  presidents,  senior 
principals  and  principals)  and  by  a small  number  of 
full-time  salespersons  for  each  large  market. 

In  the  government  markets,  AMS  replies 
selectively  to  requests  for  proposals,  concentrating 
on  those  closely  related  to  previous  work  done  for 
the  same  or  similar  customers. 

Alliances 

AMS  has  technology  partnerships  with  a number  of 
vendors,  including  GRiD  Systems,  Gupta 
Technologies,  IBM,  Intersolv,  Microsoft,  Neuron 
Data.  Novell,  Oracle,  ParcPIace  Systems, 

Powersoft.  Sybase  and  Informix  Software.  Under 
these  partnerships.  AMS  works  with  vendors  to 


bring  specialized  capabilities  to  client  projects 
(e.g.,  object-oriented  programming,  client/server 
platforms,  etc.) 

AMS  also  has  a number  of  equity  partnerships  in 
specialized  firms; 

• Advantage  KBS,  based  in  New  Jersey,  is  a 
consulting  company  specializing  in  knowledge- 
based  systems.  AMS  has  a 10%  equity  interest 
in  Advantage  KBS. 

• Knowledge  Systems  Corporation,  based  in  North 
Carolina,  provides  training  and  consulting  on 
object  technology.  AMS  has  a 14%  equity 
interest  in  Knowledge  Systems. 

• Tiburon,  Inc.,  based  in  California,  provides 
public  safety  and  criminal  justice  applications. 
AMS  has  an  approximate  1 8%  equity  interest  in 
Tiburon. 

Competitors 

Major  competitors  by  markets  served  include  the 
following: 

• Financial  services  institutions — ALLTEL 
Information  Services  (formerly  Systematics), 

Fair  Isaac  and  Shaw 

• Federal  government  agencies — "Big  6" 
accounting  firms  and  various  systems  integrators 

• State  and  local  government/local  education 
agencies — KPMG,  D&B  Software  and  Systems 
& Computer  Technology 

• Colleges  and  universities — Systems  & Computer 
Technology,  Oracle,  PeopleSoft,  the  “Big  6”  and 
IBM 

• Telecommunications — Cincinnati  Bell 
Information  Systems  and  Andersen  Consulting 

• Energy  clients — ^“Big  6”  accounting  firms 
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Key  Points 

• AMS’  revenue  has  increased  each  year  for  the 
last  24  consecutive  years. 

• AMS’  fastest  growing  vertical  business  is 
telecommunications,  which  increased  27% 
during  1993  after  increasing  89%  during  1992. 

• AMS’  client/server  system  development 
business  increased  55%  to  $90  million  during 


1993,  after  quadrupling  in  1992  to  $60  million. 
AMS  has  also  revamped  its  core  software 
modules  to  support  object-oriented 
programming  and  client/server  platforms.  The 
company  projects  $140  million  in  client/server 
revenue  for  1994. 

• Business  in  Europe  increased  52%  during  1993, 
with  new  clients  added  in  the  financial  services 
and  telecommunications  markets.  AMS  now 
has  offices  in  eight  European  cities. 

• During  1993,  AMS  established  the  AMS  Center 
for  Advanced  Technologies  to  identify  and 
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capitalize  on  the  application  of  emerging 
technologies. 

• In  early  1994,  AMS  expanded  its  offerings  to 
the  financial  services  market  with  the 
acquisition  of  Vista  Concepts,  a leading 
provider  of  integrated  software  and  related 
services  to  the  global  securities  market. 

• In  September  1993,  AMS  completed  the 
reorganization  of  its  top  management  structure, 
begun  in  late  1992  with  the  election  of  Paul  A. 
Brands  as  chief  executive  officer. 

• In  October  1993,  AMS  announced  the 
formation  of  a new  practice  to  address  the 
business  and  information  needs  of  the 
pharmaceutical  industry. 

• During  1993,  AMS  eliminated  energy  industry 
clients  as  a separately  reported  market,  with 
revenue  now  reclassified  under  federal 
government  agencies  and  other  corporate 
clients. 

Company  Description 

AMS,  founded  in  1970,  provides  information 
technology  consulting,  including  re-engineering, 
systems  integration  and  systems  development 
(including  reusable  and  custom  software) 
services,  to  many  of  the  country's  largest 
corporations,  hundreds  of  city  and  state 
governments  and  the  federal  government,  as  well 
as  large  international  organizations. 

Since  1982,  AMS  has  specialized  in  providing 
services  to  large  financial  services  firms,  federal 
government  agencies,  state  and  local 
governments,  colleges  and  universities  and 
telecommunications  firms  as  follows: 

• Financial  services  institutions:  AMS  provides 
consulting  and  systems  integration  services 


application  solutions  and  consulting  to  money 
center  banks,  major  regional  banks,  insurance 
companies  and  other  large  financial  services 
firms,  specializing  in  corporate  and 
international  banking,  consumer  credit 
management,  global  custody  and  securities 
control  systems  and  bank  management 
information  systems. 

• Federal  government  agencies:  AMS  provides 
consulting,  business  process  re-engineering 
services,  systems  operations  and  system 
development  and  implementation  services  to 
civilian  and  defense  agencies  and  aerospace 
companies.  AMS’  work  for  defense  agencies 
often  involves  expertise  in  engineering  and 
logistics. 

• State  and  local  governments  and  education: 
AMS  provides  systems  consulting,  integration 
services  and  applications  software  products  to 
state,  county  and  municipal  governments  for 
financial  management,  revenue  management, 
human  resources,  social  services  and  public 
safety  functions.  The  company  also  markets 
services  and  applications  software  products  to 
universities  and  colleges. 

• Telecommunications  firms:  AMS  provides 
professional  services  and  strategic  application 
development  and  implementation  services  for 
telecommunications  companies,  including 
application  systems  for  order  processing, 
billing,  accounts  receivable  and  collections  for 
local  exchange  and  interexchange  carriers. 

• Other:  AMS  provides  various  professional 
and  systems  integration  services  for  large 
firms  in  other  industries,  including 
pharmaceuticals  and  energy. 

Operations  and  Structure 

AMS’  current  organization  is  shown  in  Exhibit  A. 
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AMS  is  organized  by  vertical  industry  lines  of 
business — State  and  Local  Government  and 
Education,  Federal  Government,  Financial 
Services,  Telecommunications  and 
Pharmaceuticals. 

• AMS  Management  Systems  U.K.  Limited  is  in 
London.  A branch  office  is  located  in  Lisbon 
(Portugal). 

• AMS  Management  Systems  Canada,  Inc.  is  in 
Ottawa.  Additional  Canadian  offices  are  in 

AMS  has  U.S.  offices  in  Arlington,  Chesapeake, 
Fairfax,  Norfolk  and  Richmond  (VA);  Atlanta 
(GA);  Austin  and  Houston  (TX);  Birmingham 
(AL);  Boston  (MA);  Bremerton  (WA);  Charlotte 
CNC);  Chicago  (EL);  Fairborn  (OFT),  Jackson 
(MS);  Lakewood  (CO);  Los  Angeles,  Redwood 
City,  Sacramento  and  San  Diego  (CA); 
Manchester  (CT);  New  York  (NY);  Philadelphia 
(PA);  Portsmouth  (NH);  Roseland  (NJ);  Saint 
Paul  (MN)  and  Sarasota  (FL). 

Montreal  and  Toronto. 

Company  Strategy 

The  fundamentals/core  strengths  of  AMS’ 
business  include: 

• Providing  business/technology  analysis  and 
consulting 

• Developing,  integrating  and  implementing 
computer-based  systems 

U.S.  subsidiary  locations  are  as  follows: 

• Developing  reusable  applications  for  business 

• AMS  Operations  Corporation,  Inc.  is  in 
Lakewood  (CO). 

functions 

• Managing  long-term  client  relationships 

• AMS  Technical  Systems,  Inc.  is  in  Arlington 
(VA). 

V 

AMS  derives  approximately  85%  of  its  business 
each  year  from  clients  with  whom  it  worked  in 

• AMS  Training  Services  (formerly  Data  Base 
Management  Inc.)  and  AMS  Courseware 
Developers  are  headquartered  in  Manchester 
(CT)  and  provide  consulting  and  training 
services. 

the  previous  year.  During  1993,  85%  of  AMS’ 
revenue  was  derived  from  clients  served  in  1992. 

AMS’  overall  strategy  for  the  1990s  includes: 

• Specializing  by  industry,  business  function  and 

International  subsidiary  locations  are  as  follows: 

client  size 

• AMS  Management  Systems  Deutschland 
GmbH  is  located  in  Frankfurt  and  serves  as  the 
European  headquarters.  Offices  are  also  in 
Dusseldorf,  Munich  and  Stockholm. 

• Managing  and  building  on  long-standing 
relationships  with  major  clients  in  vertical 
markets 

• Acting  as  a full-service  business  partner  for 

• AMSY  Management  Systems  Netherlands  B.V. 
is  in  the  Hague. 

clients  in  AMS’  vertical  markets 
• Taking  responsibility  for  results — not  simply 

• AMS  Management  Systems  Europe,  S.A./N.V. 
is  in  Brussels,  Belgium. 

providing  resources 

• 
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• Forming  alliances  and  partnerships  with  clients 
and  other  firms 

AMS  is  targeting  20%  annual  growth  in  service 
and  products  revenue  for  the  1990s.  AMS’ 
growth  strategy  includes: 

• Selling  existing  capabilities  within  existing 
vertical  market  segments 

• Growth  within  existing  vertical  markets  by 
expanding  into  additional  market  niches 

- Along  functional  lines,  examples  include 
corporate  risk  management,  STRATA  (a 
decision  management  system).  Encounter  (a 
point  of  contact  originations  utility)  and 
CARE  (Customer  Analysis  and  Relationship 
Enhancement)  programs  in  financial  services 
markets;  financial  systems  in  the 
telecommunications  market;  the  ClaimsFlo 
program  in  insurance;  criminal  justice  and 
human  services  systems  in  state  and  local 
government;  sponsored  research  programs  for 
colleges  and  universities;  procurement 
support,  activity-based  cost  accounting  and 
BPR  and  imaging  systems  for  federal  civilian 
agencies;  and  intelligence  and  claims 
management  systems  for  federal  defense 
agencies. 

- Along  technology  lines,  examples  include 
application  downsizing,  imaging,  graphical 
user  interfaces  and  mobile  computing. 


• Pursuit  of  selected  opportunities  that  require 
combined  expertise  from  two  (or  more)  vertical 
market  segments.  Examples  include  federal 
financial  systems  and  state  environmental 
programs,  telco  risk  management,  revenue 
management  systems  for  state  and  local 
governments  and  imaging  for  financial 
institutions. 

• Periodically  starting  into  a new  vertical  market 
segment  as  appropriate  (e.g.,  the 
pharmaceutical  industry). 

Long-term  U.S.  growth  targets  for  AMS’  vertical 
markets  include  telecommunications  (25%-30%), 
insurance  (20%-25%),  financial  services  (20%), 
state  and  local  government  (20%),  colleges  and 
universities  (20%),  federal  civilian  (15%-20%), 
federal  defense  (5%-10%)  and  other  (up  to  5%). 

In  the  area  of  AMS’  client/server  technology 
focus,  the  company's  strategy  is  to: 

• Deliver  client/server  solutions  with  integration 
to  legacy  systems 

• Design  advanced  user  interfaces  through  user- 
centered  methodologies 

• Use  object-oriented  techniques  through  tools 
and  analysis 

• Create  open  systems  by  capitalizing  on 
standards 


• Expansion  in  Europe  by  increasing  staff  from 
over  60  to  250,  increasing  offices  from  four  to 
eight  and  targeting  revenue  growth  from  $28 
million  in  1993  to  $60  million  in  1994.  Long- 
term growth  markets  include  financial  services 
(25%)  and  telecommunications  (30%). 


During  1993,  AMS  established  the  AMS  Center 
for  Advanced  Technologies  at  its  corporate 
headquarters.  The  Center,  an  applied  research 
lab,  is  dedicated  to  the  practical  application  of 
advanced  information  technologies,  including 
client/server,  object  technology  and  mobile 
computing. 
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Financials 

AMS’  1993  revenue  reached  $364.0  million,  a 
9%  increase  over  1992  revenue  of  332.5  million. 
Net  income  to  common  shareholders  was  $17 
million  in  1993,  compared  to  $17.6  million  in 
1992. 


• Results  for  1992  include  a $1 .6  million  benefit 
fi-om  a change  in  the  method  of  accounting  for 
income  tax. 


• A five-year  financial  summary  follows: 


American  Management  Systems 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

• Percent  change  from 

$364.0 

$332.5 

$284.4 

$260.3 

$224.4 

previous  year 

9% 

17% 

9% 

16% 

7% 

Income  before  taxes 
• Percent  change  from 

$30.7 

$29.4 

$20.3 

$17.6 

$8.5 

previous  year 

4% 

45% 

15% 

107% 

18% 

Net  income  to  common  shareholders 
after  effect  of  accounting  change  (a) 

$17.0 

$17.6 

(b) 

$11.1 

$9.5 

$5.2 

• Percent  change  from 
previous  year 

N/A 

59% 

17% 

83% 

(2%) 

Net  earnings  per  share 
• Percent  change  from 

$1.04 

$1.11 

(b) 

$0.72 

$0.63 

$0.33 

previous  year 

N/A 

54% 

14% 

91% 

(3%) 

(a)  Includes  dividends  and  accretion  on  Series  B preferred  stock  of  $805,000,  $1.5  million,  $1.5  million  $1  5 
million  and  $448,000  in  1993,  1992,  1991,  1990  and  1989,  respectively. 


(b)  Includes  a $1.6  million  ($0. 10  per  share)  cumuiative  effect  from  a change  in  the  method  of  accounting  for 
income  taxes 


A five-year  summary  of  source  of  revenue  by 
vertical  market  is  shown  on  the  following  page. 

• In  the  financial  services  institution  market,  1993 
services  and  product  revenue  increased  5% 
compared  to  1992.  This  increase  was  slower 
than  the  overall  growth  in  services  and  product 
revenues,  mainly  because  of  the  deferral  or 
cancellation  of  work  with  four  major  clients 


(Bank  of  America,  Banc  One,  Bank  of 
Montreal,  IBM).  International  services  and 
product  revenues,  even  with  the  deferral  of 
work,  increased  23%  to  $14.4  million  while 
domestic  revenues  in  this  market  remained  flat 
at  $45.4  million.  For  1994,  AMS  expects  that, 
in  the  financial  services  institution  market, 
revenues  will  increase  at  rates  greater  than  the 
overall  increase  for  the  company. 
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American  Management  Systems 
Five-Year  Source  of  Revenue  by  Target  Market 
($  Millions) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Services  and  application 
product  revenue 

Financial  services  institutions 

$59.9 

$57.1 

$49.7 

$50.0 

$40.5 

Percent  change  from 
previous  year 

5% 

15% 

(6%) 

23% 

15«/o 

Federal  government  agencies 

$91.6 

$89.8 

$75.2 

$63.2 

$61.1 

Percent  change  from 
previous  year 

2% 

19% 

19% 

3% 

N/A 

State  and  local  government  and 
education 

$65.9 

$59.9 

$52.5 

$47.2 

$43.8 

Percent  change  from 
previous  year 

10% 

14% 

11% 

8% 

42% 

Telecommunications  firms 

$77.8 

$61.2 

$32.4 

$31.4 

$15.0 

Percent  change  from 
previous  year 

27% 

89% 

3% 

109% 

33% 

Other  corporate  clients 

$26.4 

$27.5 

$36.6 

$33.1 

$28.8 

Percent  change  from 
previous  year 

im 

(25%) 

11% 

15% 

N/A 

Subtotal 

$321.6 

$295.5 

$246.4 

$224.9 

$189.1 

Reimburse  expense  revenue 

$42.4 

$37.0 

$38.0 

$35.4 

$35.2 

Total 

$364.0 

$332.5 

$284.4 

$260.3 

$224.4 

• In  the  federal  government  market,  1993 
services  and  product  revenue  increased  by  2%. 
As  expected,  revenue  from  foreign  government 
defense  agencies  declined  during  1993  by  21% 
to  $8.6  million.  However,  the  continued 
success  in  marketing  the  Federal  Financial 
System  and  related  services,  which  grew  1 8% 
to  $33.7  million,  provided  for  a net  increase  in 
the  federal  government  market. 


• In  the  state  and  local  government  and  education 
market,  1993  services  and  product  revenue 
increased  by  10%  over  1992.  Increases  were 
spread  across  the  entire  client  base  in  the 
market,  excluding  the  higher  education  clients. 

• In  the  telecommunications  market,  services  and 
product  revenue  increased  27%  over  1992. 

The  company  experienced  increases  in  both  the 


American  Management  Systems 

December  1994  eiNPuri994.  Reproduction  prohibited.  Page  7 of  20 


domestic  market,  which  increased  3 1%  to 
$53.2  million,  and  the  international  market, 
which  increased  20%  to  $24.6  million. 


Market  Financials 


A three-year  summary  of  AMS’  source  of 
revenue  is  shown  on  the  following  page. 


• Services  and  product  revenue  from  other 
corporate  clients  decreased  4%  from  1992, 
despite  the  reductions  in  revenues  from  IBM. 
Increases  in  work  with  pharmaceutical  firms, 
which  increased  29%  during  1993,  helped 
offset  the  loss  of  IBM  work. 

Interim  Results 

Revenue  for  the  nine  months  ending  September 

30,  1994  reached  $329.2  million,  a 23%  increase 

over  $267.1  million  for  the  same  period  in  1993. 

Net  income  to  common  shareholders  rose  48%, 

from  $10.9  million  to  $16.1  million. 

• Services  and  product  revenue  from 
telecommunications  firms  (up  44%),  state  and 
local  govermnents  (up  33%)  and  financial- 
institutions  (up  44%)  increased  significantly  due 
to  business  with  new  clients  and  to  build-ups  in 
business  with  clients  who  started  large  projects 
after  the  third  quarter  of  1993.  Additionally, 
the  acquisition  of  Vista  Concepts  in  December 
1993  contributed  to  the  financial  institutions 
business. 

• Revenues  from  federal  government  agencies 
declined  5%  due  to  reduced  work  on  a project 
with  a foreign  defense  agency. 

• Revenue  from  other  corporate  clients  rose 
slightly,  due  largely  to  increased  business  with 
pharmaceutical  companies. 


AMS  has  supplied  complex  systems  solutions  for 
41  of  the  50  largest  U.S.  banks;  all  top  ten  retail 
banks;  four  of  the  top  five  Canadian  banks;  five  of 
the  10  largest  insurance  companies;  four  of  the 
five  largest  energy  firms;  100  federal  civilian  and 
defense  agencies;  more  than  50  of  the  Fortune 
100;  over  200  state,  city  and  county 
governments,  school  districts,  colleges  and 
universities;  and  telecommunications  carriers. 

AMS’  target  markets  for  its  products  and  services 
include  the  following: 


• The  300  largest  banks  and  other  large  financial 
services  firms 

• Civilian  and  defense  government  agencies 

• The  350  largest  state  agencies  and  local 
governments 

• The  250  largest  local  education  agencies 

• The  50  most  complex  research  institutions  and 
universities 

• The  300  largest  four-year  colleges  and 
community  colleges 

• The  150  largest  energy  firms 

• The  largest  global  telecommunications  firms 

• The  largest  pharmaceutical  companies 
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American  Management  Systems 
Three-Year  Source  of  Revenue  Summary 


Fiscal  Year 

Target  Market 

1993 

1992 

1991 

Service  and  Product  Revenue: 

Financial  services  institutions 

17% 

17% 

18% 

Federal  government  agencies  and 
aerospace  companies 

25% 

27% 

26% 

State  and  local  governments  and 
universities 

18% 

18% 

19% 

Telecommunications  firms 

21% 

18% 

11% 

Other  corporate  clients 

7% 

9% 

13% 

Reimbursed  expense  revenue 

12% 

11% 

13% 

Total 

100% 

100% 

100% 

C 

Geographic  Markets 

Approximately  85%  of  AMS’  1993  revenue  was 
derived  from  the  U.S.  and  15%  from  international 
sources  (including  export  sales). 


American  Management  Systems 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1993 

1992 

1991 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$31 1 .2 

85% 

$286.6 

86% 

$260.0 

91% 

International 

52.8 

15% 

45.9 

14% 

24.4 

9% 

Total 

$364.0 

100% 

$332.5 

100% 

$284.4 

100% 

A three-year  summary  of  geographic  sources  of 
revenue  follows: 
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Acquisitions 

In  December  1993,  AMS  acquired  Vista 
Concepts,  Inc.  of  New  York  City  (NY)  from 
NYNEX  Corporation  for  approximately  $7.3 
million. 

• Vista  Concepts  is  a leading  provider  of 
integrated  software  products  and  related 
services  to  the  global  securities  market.  The 
company  provides  banks,  stock  exchanges 
and  investment  firms  around  the  world  with 
technology  to  support  securities  settlement 
and  clearance,  custody  and  asset 
management,  cash  movement  and  control. 

• Vista  Concepts  was  founded  in  1979  and 
currently  has  more  than  50  employees. 

Major  clients  include  The  Royal  Bank  of 
Scotland,  Citibank,  The  Bank  of  New  York 
and  The  Dutch  National  Bank. 

Employees 

As  of  December  31,  1993,  AMS  had  3,800 
employees,  including  3,290  professional  staff 
and  510  support  staff.  The  company  currently 
has  4,400  employees. 

During  1994,  AMS  hired  1,000  new 
employees  and  lost  330  through  attrition. 

Plans  for  1995  include  1,200  new  hires,  with  a 
loss  of  approximately  450  through  attrition, 
bringing  the  total  number  of  employees  to  an 
estimated  5,150  by  the  end  of  1995. 

Key  Products  and  Services 

AMS’  services  and  product  revenue  is 
recognized  as  follows: 


- AMS  generally  contracts  either  on  the 
basis  of  reimbursement  of  costs  plus  a 
fixed  fee,  a fixed  or  ceiling  price  for  each 
phase,  unit  rates  for  time  and  materials 
used,  or  for  services  sold  at  unit  prices.  In 
most  cases,  AMS  receives  monthly  or  per- 
deliverable  progress  payments. 


- Most  of  AMS’  revenue  is  from  projects 
performed  under  cost-plus  contracts,  or 
under  fixed-  or  ceiling-price  contracts  in 
which  AMS  recognizes  revenue  based  on 
the  percent  of  work  completed.  Many  of 
AMS’  projects  require  six  or  more  months 
to  complete. 


- In  September  1 990,  AMS  was  awarded  a 
license  by  the  Carnegie  Mellon  University 
Software  Engineering  Institute  (SEI)  for 
the  Software  Process  Assessment 
methodology.  The  license  enables  AMS  to 
offer  software  assessment  as  an  additional 
service  to  its  clients. 


• Revenue  from  licenses  for  off-the-shelf 
packaged  applications,  for  which  delivery 
has  occurred,  is  recorded  at  the  time  the 
contract  is  signed,  less  an  amount 
approximately  equal  to  costs  required  to 
complete  the  contract,  which  is  later 
recognized  on  a percent-of-completion  basis. 

- AMS  is  committed  to  IBM's  AD/Cycle 
application  development  strategy  and  is 
working  with  IBM  to  develop  versions  of 
its  applications  for  IBM's  System 
Application  Architecture  (SAA). 


• For  large  professional  services  contracts, 
AMS  typically  contracts  for  one  phase 
(design,  development,  or  implementation)  at 
a time.  No  contracts  are  subject  to 
renegotiation. 


- AMS  has  made  a major  commitment  to 
improving  the  productivity  and  quality  of 
its  work  for  clients  using  its  Life-cycle 
Productivity  System  (LPS),  a proprietary 
combination  of  third-party  and  AMS- 
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developed  applications.  The  LPS 
methodology  covers  all  the  areas  that  an 
organization  needs  to  establish  business 
objectives,  to  identify  whether  application 
packages  or  other  reusable  applications  can 
meet  most  objectives  and  to  determine 
system  adaptations  to  meet  specific 
business  and  technical  needs. 

- AMS’  CORE  2000  Foundation  Software  is 
an  integrated  suite  of  reusable  building 
blocks  for  designing,  developing  and 
implementing  business  systems.  CORE 
2000  uses  leading-edge  technologies  such 
as  client/server,  object  technology, 
advanced  user  interfaces,  distributed  data 
and  open  systems. 

- Software  applications  available  from  AMS 
are  presented  in  Exhibit  B. 

In  the  discussion  that  follows-  AMS’  products 
and  services  will  be  described  in  relation  to  the 
company's  target  markets. 

Financial  Services  (Banking  and  Insurance) 

AMS  provides  management  consulting  and 
system  development  services  and,  as  part  of 
those  services,  also  provides  several  packaged 
applications  to  large  international  banks  and  to 
U.S.  money  center  and  regional  banks  and 
insurance  companies.  Services  and  product 
revenue  from  this  segment  were  $59.9  million 
in  1993,  a 5%  increase  over  $57.1  million  in 
1992.  It  is  estimated  that  revenue  from  this 
market  will  increase  over  17%  during  1994  to 
over  $70  million. 

AMS  consultants  assist  in  all  phases  of  system 
planning  and  project  management,  including 
strategic  systems  planning,  business  process 
redesign,  business-system  concept  definition, 
software  evaluation,  risk  management 

American  Management  Systems 
December  1994 


consulting,  credit  and  behavior  scoring  model 
development  and  implementation,  custom 
system  design,  system  implementation, 
packaged  system  customization,  operations 
and  efficiency  analysis  and  training 
documentation. 

• AMS’  strategy  for  the  finance  industry  is  to 
accelerate  growth  in  the  areas  of  risk 
management  (consumer  and  corporate), 
customer  relationship  enhancements, 
technology  (client/server,  imaging)  and 
business  transformation. 

• The  target  market  for  AMS’  consumer  credit 
management  applications  and  services  is 
organizations  that  extend  credit  to 
consumers  and  businesses,  including  financial 
institutions,  retailers,  telecommunications 
firms,  government  agencies,  health  care 
providers  and  utility  companies. 

• For  global  wholesale  processing  services,  the 
target  market  is  the  leading  U.S.  and 
international  financial  institutions. 

Key  AMS  clients  in  the  financial  services  area 
include  Bank  of  America,  Wells  Fargo  Bank, 
Bayerische  Vereinsbank,  American  Express, 
AT&T,  Banc  One,  Bank  of  Montreal,  Barclays 
Bank,  Barnetts  Bank  and  Citibank. 

In  the  area  of  insurance,  AMS  specializes  in 
operations  re-engineering  and  underwriting 
systems  for  life  insurers.  The  firm  served  as 
integrator  for  Mutual  of  New  York's  CLUES 
expert  underwriting  system.  In  addition,  AMS 
worked  with  Mutual  Benefit  Life  in  developing 
a new  business  environment. 
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Exhibit  B 


AMS  Applications  Software  Products 


Application 

Description 

Number 

Installed 

Operating 

Environment 

Credit  Management 

CreditLine 

- Automated  Credit 

Customer  credit  application 

80 

IBM  370,  43XX, 

Application  Processing 

processing  system 

30XX,  93XX 

System  (ACAPS) 

- BureauLink 

Credit  bureau  request  processing 

95 

IBM  370,  43XX, 
30XX,  93XX 

- Advanced  Consumer 
Lending  System  (ACLS) 

Loan  processing  system 

22 

IBM  370,  43XX, 
30XX 

- Computer  Assisted 
Collection  System  Plus 
(CACSPIus) 

Collection  management  system 

190 

IBM  System  38, 
370,  43XX,  30XX, 
AS/400 

- Behavior  Scoring 

Risk  management  decision  support 

1 

IBM  370,  43XX, 
30XX 

- STRATA 

Decision  management 

New 

IBM  370,  PS/2 

Corporate  Banking 

Letter  of  Credit  System  (LCS) 

Letters  of  credit,  reimbursements, 
Banker’s  acceptance  and  purchase 
order  processing 

29 

IBM  43XX,  30XX 

Customer  Entry  System  (CES) 

Customer  interface  to  LCS 

16 

IBM  43XX,  30XX 

Collection  Processing  System 
System  (CPS) 

Automation  for  clean  and 
documentary  collections 

17 

IBM  43XX,  30XX 

Secured  Electronic 
Main  System  (SEMS) 

Bank  and  customer  message 
interface 

7 

IBM  43XX,  30XX 

Incoming  Telecommunications 

SWIFT,  cable/Telex  and  fax 

16 

IBM  43XX,  30XX 

Interface 

interfaces 

AMS  TradeLine 

Letters  of  credit  and  collections 
processing  for  international  banks 

24 

IBM  30XX 

AMS  TradeLine/Client/Server 

Graphical  user  interface  to 
TradeLine 

5 

OS/2,  DOS, 
Windows 

(continued) 
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Exhibit  B (cont.) 


AMS  Applications  Software  Products 


Application 

Description 

Number 

Installed 

Operating 

Environment 

Investments  Industry 

Securities  Processing  & Trust 
Accounting  System 

On-line,  realtime  global  securities 
settlement  and  clearance/asset 
management,  cash  movement  and 
control  system 

35+ 

IBM  370  and  above 

Securities  Lending  & 
Borrowing  System 

Securities  lending  and  borrowing 
for  debt  and  equity 

(In  devel.) 

UNIX,  client/server 

Government  Systems 

Federal  Financial  System 
(FFS) 

Accounting  and  financial 
reporting  system 

26 

IBM  3090,  43XX, 
30XX,  93XX; 
DEC  VAX 

Procurement  Desktop  (PD) 

Electronic  office  for  procurement 
operations 

3 

UNIX  servers;  DOS/ 
Windows  clients 

Local  Government 
Financial  System 
(LCFS/ADVANTAGETI^ 

Accounting,  financial  and  materials 
management  system 

130 

IBM  3090,  ES/9000 
Series;  DEC  V/\X 

Government  Financial  System 
(GFS  ADVANTAGE'T'^) 

Accounting,  financial  and  materials 
management  system 

39 

IBM  3090,  ES/9000 
Series;  DEC  VAX 

OASIS/ADVANTAGE  Tax 
Management  System 

Property  valuation,  tax  accounting, 
and  management  system 

28 

IBM  3090,  ES/9000 
Series;  DEC  V/0( 

Government  Human 
Resource  System 

(GHRS/ADVANTAGETM) 

Human  resources  and  payroll 
system 

41 

IBM  3090,  ES/9000 
Series;  DEC  V/0( 

Education  Systems 

Local  Education  Agency 
Financial  System 
(LEAFS/ADVANTAGE'T'^ 

Local  school  district  accounting, 
financial  and  materials 
management  system 

14 

IBM  390,  ES/9000 
DEC  V/kX  Series 

ADVANTAGE  Series 

- College  and  University 
Financial  System 

Accounting  and  financial 
management  system 

100 

IBM  370/390, 
ES/9000 

- Student  Information  System 

Admissions,  financial  aid, 
student  records  and  student 
accounts  receivable  system 

15 

IBM  370/390, 
ES/9000,  UNIX 

- Human  Resource  System 

Payroll/personnel,  applicant 
tracking,  benefits  management 

10 

IBM  370/390, 
ES/9000;  DEC  VAX 

(continued) 
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Exhibit  B (cont.) 

AMS  Applications  Software  Products 


Application 

Description 

Number 

Installed 

Operating 

Environment 

Education  Systems 
LEGEND  Series 

- Facilities  Management 

Manages  inventory:  operates/ 

1 

IBM  370/390, 

System  (FMS/LEGEND) 

maintains  facilities;  manages 
design,  construction,  space, 
equipment;  performs  financial/ 
admin  services 

(New) 

ES/9000 

Telecommunications 
Industry  Systems 

TieLine 

Customer  contact  systems  for 
fixed-wire  operators 

IBM  370,  43XX, 
30XX;  MVS/ESA, 
IMS/DB/DC 

-CAMS 

Customer  Account  Management 
System 

6 

IBM  370,  43XX, 
30XX;  MVS/ESA, 
IMS/DB/DC 

-MPS 

Message  Processing  System 

7 

IBM  370,  43XX, 
30XX;  MVS/ESA, 
IMS/DB/DC 

-SOMS 

Service  Order  Management 
System 

2 

IBM  370,  43XX, 
30XX;  MVS/ESA, 
IMS/DB/DC 

-UP 

Usage  Pricing 

New 

IBM  370,  43XX, 
30XX,  MVS/ESA, 
IMS/DB/DC,  UNIX 

Mobile2000 

Customer  management  and  billing 
system  for  wirefree  operators 

3 

IBM  3090,  MVS/ESA, 
DB2,  CICS,  ES/9000 

• AMS  has  been  exclusively  designated  a 
"preferred  integration  partner"  by  the 
Lincoln  National  Corporation,  a vendor  of 
expert  underwriting  systems  to  the  life 
insurance  industry. 

• Other  clients  include  Provident  Insurance, 
Equitable,  PNC,  KeyCorp  and  Aetna. 

• AMS  has  an  alliance  with  AlCorp,  a 
provider  of  expert  system  development 
software,  to  provide  training  and  consulting 
services  to  insurance  companies. 


Federal  Government 


AMS  provides  professional  services, 
processing  and  systems  operations  services  to 
federal  government  civilian  and  defense 
agencies.  Services  and  product  revenue  fi'om 
this  market  was  $91.6  million,  a 2%  increase 
over  $89.8  million  in  1992.  It  is  estimated  that 
revenue  from  this  market  will  grow  to  $98 
million  during  1994. 


• Service  and  product  revenue  from  U.S. 
federal  civilian  agencies  was  $54  million  in 
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1993,  compared  to  $51.6  million  in  1992  and 
$44.9  million  in  1991. 

• Service  and  product  revenue  from  federal 
defense  clients  was  $37.6  million  in  1993, 
compared  to  $38.2  million  in  1992  and  $30 
million  in  1991.  In  this  shrinking  overall 
market,  AMS  management  believes  modest 
growth  can  be  obtained  by  targeting  specific 
niches  (intelligence,  depot  consulting, 
surface  ship  maintenance). 

Defense  Agencies — Professional  services  are 
provided  to  all  major  Army,  Navy,  Air  Force 
and  Marine  Corps  organizations  in  the  areas  of 
information  systems  and  technology 
applications.  AMS  also  provides  services  in 
support  of  logistics  and  maintenance 
engineering;  activity-based  costing;  industrial 
operations  improvements  and  business  process 
re-engineering;  total  quality  management 
implementation  services;  and  environmental 
systems. 

• Information  systems  work  includes 
consulting  and  systems  development  for 
executive  decision  support  systems,  strategic 
systems  planning,  EDP  acquisitions,  support, 
quality  assurance  and  independent 
verification  and  validation  (IV&V)  and  life- 
cycle  management  documentation  support. 
Projects  include  distributed  processing, 
information  engineering/information  systems 
architectures,  the  installation  of  LANs  and 
UNIX-based  systems  and  the  application  of 
document  imaging  and  expert  systems. 

• In  the  field  of  engineering  and  logistics 
support  for  Navy  surface  ships,  key  projects 
include;  devising  new  maintenance 
procedures  based  on  condition  of  equipment, 
employing  automated  systems  for  test  and 
diagnostic  functions  and  analyzing  trade-offs 
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between  maintenance  priorities  and  available 
resources. 

• AMS  is  also  involved  in  projects  to  improve 
headquarters  and  field  logistics  management 
functions,  including  the  development  of 
decision  models  and  performance  standards 
for  maintenance,  supply  and  other  logistics 
elements. 

• AMS  has  provided  technical,  functional, 
engineering  and  management  support  to  help 
re-engineer  the  business  processes  of  the 
U.S.  Navy’s  shipyards.  AMS  is  now 
designing,  developing  and  implementing  the 
re-engineered  business  processes  and  the 
technology  infrastructure  to  support  those 
processes. 

• Under  a subcontract  with  Science 
Applications  International,  AMS  is  providing 
systems  engineering  technical  assistance  to 
the  Center  for  Information  Management  in 
the  Defense  Information  Systems  Agency 
office.  The  five-year  contract  has  a potential 
value  to  AMS  of  between  $12  million  and 
$15  million. 

• As  part  of  its  niche  strategy  for  growth, 
specific  initiatives  include  the  following: 

- AMS  is  providing  strategic,  operational 
and  systems  consulting  for  depot 
operations.  AMS  has  won  $44  million  in 
contracts  for  naval  depots  through  1997 
and  is  targeting  other  DoD  services 
through  the  Joint  Logistics  Systems 
Command.  AMS  is  also  expanding 
maintenance  consulting  into  the  nuclear 
utilities  market,  with  four  under  contract. 

- AMS  is  providing  a range  of  information 
consulting  and  financial  systems  to  national 
intelligence  agencies. 
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accounting,  payroll/personnel,  regulatory 
operations  and  administrative  applications. 


- AMS  is  providing  strategic,  technical  and 
systems  consulting  for  Navy  surface  ships 
and  has  won  a $57  million  contract 
through  1997. 

- AMS  is  expanding  into  closely  related 
industries,  providing  facilities  management 
systems  to  utilities  and  universities  to 
improve  plant  maintenance. 

Civilian  Agencies — ^AMS  currently  provides 
professional  services  to  over  two  dozen  federal 
civilian  agencies  under  various  basic  ordering 
agreements,  requirements-type  contracts  and 
ADP  schedules. 

• Services  span  the  full  system  development 
life  cycle,  from  systems  planning  and 
technology  assessment  through  requirements 
analysis,  design,  development  and 
implementation.  AMS  also  performs  general 
management  consulting  assignments, 
provides  quality  improvement  consulting  and 
training  and  furnishes  independent  validation 
and  verification  services. 


• Key  civilian  agency  clients  and  estimated 
1993  revenue  include  the  Treasury:  IRS  and 
Customs  ($8  million  to  $10  million); 
Veterans  Affairs  ($6  million  to  $8  million); 
Interior:  Geological  Survey,  Minerals 
Management  ($I  1 million  to  $13  million); 
Environmental  Protection  Agency  ($6 
million  to  $8  million);  Education  ($1  million 
to  $3  million);  Housing  and  Urban 
Development  ($2  million  to  $4  million). 


AMS’  Federal  Financial  System  (FFS),  a large- 
scale  financial  accounting  application  for 
federal  agencies,  has  been  implemented  in  26 
agencies. 


• Recent  extensions  to  the  FFS  product  line 
include  a microcomputer-based  version  for 
local  site  financial  accounting,  the 
development  of  a new  module  for  managing 
relocation  and  moving  expenses  and 
expanded  budget  preparation  capabilities. 


• Advanced  methodologies  applied  for  civilian 
agencies  have  included  Joint  Application 
Design  (JAD)  techniques,  information 
engineering,  business  process  redesign  and 
computer-assisted  software  engineering. 

• Key  technology  initiatives  include 
distributed,  client/server  financial 
management  systems,  client/server 
administrative  systems;  and  re-engineering  of 
business  processes  and  workflows,  including 
integration  of  image  technology  in 
administrative  and  programmatic  workflows 
and  client/server  tools  for  performance 
measurement  and  cost  management. 

• Areas  of  specialization  include  office 
automation,  telecommunications,  financial 


• New  FFS  clients  added  in  1992  and  1993 
include  the  Department  of  Housing  and 
Urban  Development  (HUD),  the  Uniformed 
Services  University  of  the  Health  Services 
and  the  Bureau  of  Alcohol,  Tobacco  and 
Firearms. 


• AMS  and  DEC  jointly  market  FFS 
accounting  software  for  DEC  VAX  systems 
to  the  federal  government.  AMS  also 
participates  in  the  DEC  Cooperative 
Marketing  Program  (CMP)  in  the  state  and 
local  government  and  education  markets. 


AMS  provides  systems  operations  services  to 
several  agencies,  including  developing  and 
operating  systems  customized  to  federal 
agency  requirements.  AMS  also  participates  in 
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the  GSA  teleprocessing  services  program, 
under  which  agencies  can  purchase  processing 
services  from  information  services  vendors. 

State  and  Local  Govemment/Education 

AMS  provides  systems  integration  services, 
application  solutions  and  professional  services 
to  state  and  local  governments,  local  school 
districts  and  colleges  and  universities.  Services 
and  product  revenue  from  this  market  reached 
$65.9  million,  a 10%  increase  over  $59.9 
million  in  1992.  It  is  estimated  that  revenue 
from  this  market  will  grow  to  $80  million  in 
1994. 

• Services  and  product  revenue  from  state 
government  clients  was  $15.4  million, 
compared  to  $13.4  million  in  1992  and  $12.1 
million  for  1991.  Key  growth  areas  for  1994 
include  child  support,  state  financial,  state 
revenue,  state  departments  of  transportation 
and  imaging  projects. 

• Services  and  product  revenue  from  local 
government  clients  was  $41.0  million  in 
1993,  compared  to  $22.2  million  in  1992  and 
$20.6  million  for  1991 . Key  growth  areas 
for  1993  included  financial,  human 
resources,  imaging  and  criminal  justice 
projects. 

• Services  and  product  revenue  from 
education  clients  was  $9.4  million  in  1993, 
compared  to  $22.4  million  in  1992  and  $16.9 
million  in  1991.  Key  growth  areas  for  1993 
included  local  school  districts  and  new 
offerings  for  higher  education. 

• Services  and  product  revenue  from  Canadian 
federal  and  provincial  governments  was  $3.1 
million  in  1993,  compared  to  $2  million  in 
1992.  However,  several  initiatives  under 


way  in  Canada  should  result  in  growth  in  this 
market  during  1994. 

Ongoing  projects  in  this  market  include  1 7 
statewide  financial  systems,  4 1 state  agency 
systems,  6 of  the  top  19  cities,  15  of  the  top  50 
counties,  1 1 Canadian  Federal  Ministries,  8 of 
the  top  100  large  school  districts  and  15  of  the 
top  150  major  universities. 

Services  and  products  are  marketed  to  state 
and  local  governments  and  local  education 
agencies  for  financial,  human  resources  and  tax 
management  applications. 

• In  November  1993,  AMS  was  awarded  a 
$5.5  million  systems  integration  contract  to 
implement  an  advanced  automated 
procurement  system  for  Government 
Services  Canada. 

• In  October  1993,  AMS  was  awarded  a $4.9 
million  consulting  and  systems  development 
contract  by  the  Minnesota  Pollution  Control 
Agency.  The  new  management  system  will 
support  all  major  environmental  protection 
programs  operated  by  the  state. 

• Other  key  contract  awards  received  during 
1993  and  1994  include  the  States  of 
California  and  Mississippi  for  tax  revenue 
systems  and  Cormecticut  and  Pennsylvania 
for  child  support  enforcement  systems. 

• During  1992,  AMS  received  key  contract 
awards  from  Wisconsin,  Utah,  Louisiana, 
Minnesota,  Massachusetts,  Arizona, 
California,  Pennsylvania,  Virginia, 
Sacramento  and  Westchester  County. 

Systems  for  colleges  and  universities  focus  on 
financial,  human  resource,  student  and  alumni 
and  fund-raising  information  management 
systems. 
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• AMS  has  received  key  contract  awards  from 
Columbia  University,  University  of  Texas  at 
Galveston,  University  of  Hawaii,  Columbia 
University,  Fresno  Schools,  Salem  Keizer 
Schools,  Los  Angeles  Unified  Schools  and 
Cherry  Creek  Schools. 

Telecommunications 

AMS  provides  professional  services  and 
applications  to  large  local  telephone 
companies,  interexchange  carriers, 
international  carriers  and  cellular  telephone 
companies.  Services  and  application  revenue 
from  this  market  reached  $77.8  million  in 
1993,  a 27%  increase  over  $61.2  million  in 
1992.  It  is  estimated  that  1994  revenue  from 
the  market  will  reach  between  $94  million  and 
$100  million. 


AMS  has  implemented  versions  of  its  TieLine 
applications  for  companies  such  as  Bell 
Atlantic,  BellSouth,  Contel,  Pacific  Telecom, 
Sprint,  ALLTEL,  Stentor  (formerly  Telecom 
Canada)  and  Alberta  Government  Telephones. 


Mobile2000  is  a customer  management  and 
billing  system  for  the  cellular  telephone 
industry,  jointly  developed  by  AMS  and 
NYNEX  Mobile  Communications. 

• AMS  markets  and  supports  Mobile2000 
worldwide  and  provides  professional 
consulting  services. 

• AMS  is  implementing  Info-2000,  a 
comprehensive  customer  management  and 
billing  system,  at  NYNEX  Mobile.  The 
system  is  the  foundation  for  Mobile2000. 


• Applications  (see  the  exhibit)  support  order 
processing,  message  processing,  billing, 
accounts  receivable  and  collections. 

• About  70%  of  Mobile  Communications' 
1993  business  was  international,  compared 
to  75%  in  1992.  The  unit  is  leading  AMS 
expansion  in  Europe.  Initiatives  include 
graphical  user  interfaces,  client/server, 
distributed  processing,  utilization  of  object- 
oriented  technology,  additions  of  the  GSM 
version  and  expansion  of  domestic 
fimctionality  with  NYNEX. 

• Telecommunications  Industry  Practice  has  a 
North  American  focus,  but  an  international 
interest.  Initiatives  include  joint 
development  with  BellSouth,  international 
opportunities  with  Dutch  PTT  and  Telia  AB 
(Sweden);  and  transforming  to  industry 
standard,  advanced  building-block 
architecture. 


In  July  1994,  AMS  was  awarded  a $20 
million  contract  by  Telia  Mobitel,  a leading 
Swedish  cellular  carrier,  to  develop  a 
customer  care  and  billing  system  based  on 
Mobile2000.  One  implemented,  the  system 
will  support  more  than  one  million 
subscribers. 


• Other  mobile  communications  clients  include 
SNET  Cellular,  AirTouch  Cellular,  TU-KA, 
Telia  Mobitel  (Sweden),  Tokyo  Digital 
Phone  (Japan)  and  Telecel  (Portugal). 

Other  Market  Areas 


AMS  provides  energy  applications  and  custom 
system  development  and  support  services  to 
energy  companies  and  government. 


• Energy  applications  include  oil  and  gas 
accounting  and  financial  management 
reporting,  revenue  accounting  and 
distribution  and  property  accounting. 
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• Professional  services  provided  to  energy 
clients  include  business  consulting  to  help 
clients  identify  profitable  areas  for  system 
development  and  the  preparation  of  strategic 
plans  for  management  information  systems; 
systems  development,  from  initial  concept 
definition  through  system  design, 
development,  implementation  and  support; 
and  technical  consulting  in  such  areas  as 
hardware  planning,  network  design, 
operation  evaluations  and  timing  and  systems 
software  support. 

AMS  has  completed  over  30  document- 
imaging projects,  including  systems  integration 
and  studies.  AMS  has  implemented  large-scale 
imaging  solutions  using  hardware  supplied  by 
IBM,  FileNet,  LaserData  and  other  vendors. 
These  projects  have  been  performed  for 
government  agencies,  financial  services  and 
insurance  firms,  public  utilities,  hospitals  and 
transportation  companies. 

Since  1972,  AMS  has  provided  processing 
services  to  dozens  of  trade  associations  and 
membership  organizations,  including  the 
Association  of  Flight  Attendants,  the  National 
Alliance  of  Business  and  the  AARP. 
Membership  accounting,  billing,  payroll  and 
related  services  are  provided  via  the  Arlington 
data  center. 

Through  AMS  Training  Services  and  AMS 
Courseware  Developers,  AMS  provides 
consulting  and  training  services  to  Fortune 
500/50  industrial  companies,  banks  and 
insurance  companies  and  government  agencies. 

• AMS  Training  Services  specializes  in  the 
design  and  development  of  applications 
systems  using  client/server  and  CASE 
technologies  and  specialized  DB/DC 
software  such  as  IMS,  CICS,  DB2  and  SQL. 


AMS  Training  Serives  also  provides  system 
programming,  DA,  DBA  and  JAD  technical 
support. 

• AMS’  130-course  training  curriculum  uses 
interactive  machine  workshops  and 
addresses  such  areas  as  client/server,  CASE 
(ADW,  lEF,  Excelerator,  APS  and  CSP), 
Systems  Analysis  and  Design,  DB2, 

SQL/DS,  IMS,  CICS,  ORACLE,  SAA, 
Expert  Systems  and  Management  Training 
for  IS  professionals. 

• AMS  Courseware  Developers  specializes  in 
the  development  of  custom  computer-based 
training  (CBT)  and  multimedia  to  enhance 
the  performance  of  users  in  large 
organizations. 

Clients 

Long-standing  AMS  clients  include  the  EPA 
(1972),  New  York  City  (1975),  the  U.S.  Navy 
(1976),  United  Technologies  (1976),  Baker 
and  Tayler  (1981),  American  Express  (1982), 
Bank  of  Montreal  (1983),  AT«ScT  (1983,  Bank 
of  America  (1984),  Health  and  Welfare 
Canada  (1985),  the  State  of  Massachusetts 
(1985),  Los  Angeles  County  (1986),  the  ERS 
(1986),  Sprint  (1987)  and  Bell  Atlantic  (1989). 

Marketing  and  Sales 

Marketing  is  done  principally  by  the  senior 
staff  (executive  officers,  vice  presidents,  senior 
principals  and  principals)  and  by  a small 
number  of  full-time  salespersons  for  each  large 
market. 

In  the  government  markets,  AMS  replies 
selectively  to  requests  for  proposals, 
concentrating  on  those  closely  related  to 
previous  work  done  for  the  same  or  similar 
customers. 
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Alliances 

AMS  has  technology  partnerships  with  a 
number  of  vendors,  including  Digitalk,  GRiD 
Systems,  Gupta  Technologies,  IBM,  Intersolv, 
Knowledge  Systems  Corporation,  Microsoft, 
Neuron  Data,  Novell,  Oracle,  ParcPlace 
Systems,  Powersoft,  Sybase  and  Transarc. 
Under  these  partnerships,  AMS  works  with 
vendors  to  bring  specialized  capabilities  to 
client  projects  (e.g.,  object-oriented 
programming,  client/server  platforms,  etc.) 

AMS  also  has  a number  of  equity  partnerships 
in  specialized  firms; 

• Advantage  KBS,  based  in  New  Jersey,  is  a 
consulting  company  specializing  in 
knowledge-based  systems.  AMS  has  a 10% 
equity  interest  in  Advantage  KBS. 

• Knowledge  Systems  Corporation,  based  in 
North  Carolina,  provides  training  and 
consulting  on  object  technology.  AMS  has  a 
14%  equity  interest  in  Knowledge  Systems. 

• Tiburon,  Inc.,  based  in  California,  provides 
public  safety  and  criminal  justice 
applications.  AMS  has  an  approximate  1 8% 
equity  interest  in  Tiburon. 

Competitors 

Major  competitors  by  markets  served  include 
the  following: 

• Financial  services  institutions:  Systematics, 
Fair  Isaac  and  Shaw 

• Federal  government  agencies;  "Big  6" 
accounting  firms  and  various  systems 
integrators 

• State  and  local  govemment/local  education 
agencies:  KPMG,  D&B  Software  and 
Systems  & Computer  Technology 


• Colleges  and  universities:  Systems  & 
Computer  Technology,  Oracle,  PeopleSoft, 
the  “Big  6”  and  IBM 

• Telecommunications:  Cincinnati  Bell 
Information  Systems  and  Andersen 
Consulting 

• Energy  clients:  “Big  6”  accounting  firms 
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1777  North  Kent  Street 
Arlington,  VA  22209 
Phone:  (703)841-6000 
Fax:  (703)841-5584 


Chairman: 

Vice  Chairmen: 

President: 

Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Charles  Rossotti 
Paul  A.  Brands 
Patrick  W.  Gross 
Philip  M.  Giuntini 
Public  Corporation 
NASDAQ 
3,566  (6/93) 
$332,544,000 
12/31/92 


Key  Points 


C 


AMS'  fastest  growing  vertical  market  business  is 
telecommunications,  which  increased  89%  during  1992. 

AMS'  client/server  system  development  business  quadrupled  in  1992 
to  over  $60  million.  A large  portion  of  AMS'  other  business  also 
made  partial  use  of  open  systems  built  with  client/server 
architectures. 

International  services  and  products  revenue  increased  88%  during 
1992.  New  clients  have  been  added  in  the  financial  services  and 
telecommunications  markets.  AMS  now  has  offices  in  six  European 
cities. 

Services  and  products  revenue  from  the  energy  industry  dropped 
26%  during  1992.  Effective  in  early  1993,  AMS  eliminated  energy 
industry  clients  as  a separately  reported  market,  with  revenue  now 
reclassified  under  federal  government  agencies  and  other  corporate 
clients. 

During  1992,  as  part  of  the  company's  growth  strategy,  AMS 
announced  a management  reorganization,  appointing  Paul  Brands  as 
Vice  Chairman  and  Philip  Giuntini  as  President. 

During  1993,  AMS  established  the  AMS  Center  for  Advanced 
Technologies  to  identify  and  capitalize  on  the  application  of 
emerging  technologies. 

AMS  management  projects  that  1993  revenue  will  be  $383  million  to 
$393  million. 
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AMS,  founded  in  1970,  provides  systems  integration,  consulting,  re- 
engineering, and  systems  development  (including  reusable  and  custom 
software)  services  to  many  of  the  country's  largest  corporations, 
hundreds  of  city  and  state  governments,  and  the  federal  government,  as 
well  as  large  international  organizations. 

Since  1982,  AMS  has  specialized  in  providing  services  to  large  financial 
services  firms,  federal  government  agencies,  state  and  local 
governments,  colleges  and  universities,  energy  industry  clients,  and 
telecommunications  companies  as  follows: 

• Financial  services  institutions:  AMS  provides  application  solutions 
and  consulting  to  large  money  center  banks,  major  regional  banks, 
insurance  companies  and  other  large  financial  services  firms, 
specializing  in  corporate  and  international  banking,  consumer  credit 
management,  and  bank  management  information  systems. 

• Federal  government  agencies:  AMS  provides  consulting,  business 
process  re-engineering  services,  systems  operations,  and  system 
development  and  implementation  services  to  civilian  and  defense 
agencies  and  aerospace  companies. 

• State  and  local  governments  and  education:  AMS  provides 
professional  services  and  strategic  applications  to  city,  county,  and 
state  and  provincial  governments;  local  school  districts;  and  colleges 
and  universities. 

• Telecommunications  firms:  AMS  provides  professional  services  and 
strategic  application  development  and  implementation  services  for 
telecommunications  companies.  AMS  has  developed  large-scale 
systems  for  message  and  usage  processing,  customer  support, 
customer  billing,  accounts  receivable,  collections,  and  order 
management  for  local  exchange  and  interexchange  carriers  and 
cellular  telephone  companies. 

• Energy  industry  clients:  AMS  provides  applications  and  professional 
services  for  general  accounting  and  financial  management  reporting, 
revenue  accounting  and  distribution,  and  property  accounting 
functions  to  large  energy  companies  and  federal  and  state  agencies. 

• Other:  AMS  provides  various  professional  services  for  large  firms  in 
other  industries. 

AMS'  current  organization  is  shown  in  Exhibit  A. 
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In  September  1989,  IBM  acquired  a 10%  equity  interest  in  AMS  for 

approximately  $18  million. 

• IBM  and  AMS  also  entered  into  a multiyear  agreement  under  which 
AMS  worked  on  the  development  of  application  software  for  IBM. 
Services  and  products  revenue  generated  from  work  performed  for 
IBM  was  approximately  $23.2  million  in  1992,  $22.3  million  in  1991 
and  $21.9  million  in  1990. 

• AMS  is  an  IBM  Business  Partner-Authorized  Industry  Application 
Specialist. 

■ In  June  1991,  AMS  announced  support  for  IBM's  Image  and 
Records  Management  System  (IRM)  for  systems  integration  services 
(IRM  customization  and  installation)  and  integration  of  IRM  with 
AMS  applications  for  vertical  markets.  AMS  played  a key  role  in 
developing  this  imaging  technology. 

• In  August  1991,  AMS  was  announced  as  a participant  in  IBM's 
Cooperative  Software  Program  (CSP)  with  its  LEGEND  series  of 
administrative  applications  for  the  higher  education  market. 

• Work  for  IBM  declined.  In  early  1993,  AMS  renegotiated  its 
agreement  ta  receive  compensation  for  the  reduced  level  of  business 
AMS  expects  in  1993  and  1994  from  IBM.  AMS  also  repurchased 
AMS  preferred  stock  owned  by  IBM,  bringing  IBM's  ownership  to 
approximately  5%. 

• The  current  primary  emphasis  on  the  AMS/IBM  relationship  is  to 
provide  large  IBM  and  AMS  clients  with  business  consulting  and 
applications. 


The  fundamentals/core  strengths  of  AMS'  business  include: 

• Providing  business/technology  analysis  and  consulting 

• Developing,  integrating,  and  implementing  computer-based  systems 

• Developing  reusable  applications  for  business  functions 

• Managing  long-term  client  relationships 

AMS  derives  approximately  85%  of  its  business  each  year  from  clients 
with  whom  it  worked  in  the  previous  year.  During  1992,  91%  of  AMS' 
revenue  was  derived  from  clients  served  in  1991. 
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AMS'  overall  strategy  for  the  1990s  includes; 

• Specializing  by  industry,  business  function,  and  client  size 

• Managing  and  building  on  long-standing  relationships  with  major 
clients  in  vertical  markets 

• Acting  as  a full-service  business  partner  for  clients  in  AMS'  vertical 
markets 

• Taking  responsibility  for  results-not  simply  providing  resources 

• Forming  alliances  and  partnerships  with  clients  and  other  firms 

AMS  is  targeting  a 20%  annual  growth  in  service  and  products  revenue 

for  the  1990s.  AMS  growth  strategy  includes; 

• Selling  existing  capabilities  within  existing  vertical  market  segments 

• Growth  within  existing  vertical  markets  by  expanding  into  additional 
market  niches 

- Along  functional  lines,  examples  includes  corporate  risk 
management,  STRATA  (behavior  scoring  for  collections),  retail 
payments,  and  CARE  (Customer  Analysis  and  Relationship 
Enhancement)  programs  in  financial  services  markets;  financial 
systems  in  the  telecommunications  market;  ClaimsFlo  program  in 
insurance;  criminal  justice  and  human  services  systems  in  state 
and  local  government;  sponsored  research  programs  for  colleges 
and  universities;  procurement  support,  activity-based  cost 
accounting,  and  BPR  and  imaging  systems  for  federal  civilian 
agencies;  and  intelligence  and  claims  management  systems  for 
federal  defense  agencies. 

- Along  technology  lines,  examples  include  application  downsizing, 
imaging,  graphical  user  interfaces,  and  mobile  computing. 

• Expand  internationally  in  Europe  by  increasing  staff  from  over  60  to 
100,  increasing  offices  from  four  to  six,  and  targeting  revenue  growth 
from  $18  million  in  1992  to  $28  million  in  1993.  Long-term  growth 
markets  include  financial  services  (25%)  and  telecommunications 
(30%). 

• Pursue  selected  opportunities  that  require  the  combined  expertise 
from  two  (or  more)  vertical  market  segments.  Examples  include 
federal  financial  systems  and  state  environmental  programs,  telco 
risk  management,  revenue  management  systems  for  state  and  local 
governments,  and  imaging  for  financial  institutions. 
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• Periodically,  start  a new  vertical  market  segment  as  appropriate 
(e.g.,  pharmaceutical  industry). 

Long-term  U.S.  growth  targets  for  AMS'  vertical  markets  include 
telecommunications  (25%-30%),  insurance  (20%-25%),  financial 
services  (20%),  state  and  local  government  (20%),  colleges  and 
universities  (20%),  federal  civilian  (\5%-20%),  federal  defense  (5%- 
10%),  and  other  (up  to  5%). 

In  the  area  of  AMS'  client/server  technology  focus,  the  company's 
strategy  is  to: 

• Deliver  client/server  solutions  with  integration  to  legacy  systems 

• Design  advanced  user  interfaces  through  user-centered 
methodologies 

• Use  object-oriented  techniques  through  tools  and  analysis 

• Create  open  systems  by  capitalizing  on  standards 


Total  1992  revenue  reached  $332.5  million,  a 17%  increase  over  1991 
revenue  of  $284.4  million.  Ket  income  to  common  shareholders  rose 
44%,  from  $11.1  million  in  1991  to  $16.0  million  (excluding  a $1.6 
million  benefit  from  a change  in  the  method  of  accounting  for  income 
tax)  in  1992.  A five-year  financial  is  shown  on  the  following  page. 

Revenue  for  the  three  months  ending  March  31,  1993  reached  $86.3 
million,  a 14%  increase  over  $75.7  million  for  the  same  period  in  1992. 
Net  income  to  common  shareholders  was  $3.5  million,  a decrease  from 
$4.4  million  for  the  same  period  a year  ago.  The  prior  year's  net 
income  included  a $1.6  million  benefit  from  a change  in  the  method  of 
accounting  for  income  taxes. 

• Services  and  products  revenues  with  telecommunications  firms 
doubled  in  the  quarter  due  to  build-ups  in  business  with  clients  who 
started  projects  in  the  second  half  of  1992. 

• Revenue  from  federal  government  agencies  declined  slightly  due  to 
lessened  activity  during  the  change  in  administration. 

• Effective  during  early  1993,  AMS  had  eliminated  reporting  energy 
industry  revenue  as  a separate  category.  This  revenue  will  now  be 
reclassified  under  federal  government  agencies  and  other  corporate 
clients. 
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Revenue  from  other  corporate  clients  (including  energy  clients) 
declined  29%  because  of  lower  level  of  business  with  several  clients 
including  IBM. 

AMERICAN  MANAGEMENT  SYSTEMS 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

CAGR 

Revenue 

$332.5 

$284.4 

$260.3 

$224.4 

$210.0 

12% 

• Percent  increase 
from  previous  year 

17% 

9% 

16% 

7% 

24% 

Income  before  taxes 

$29.4 

$20.3 

$17.6 

$8.5 

$7.2 

42% 

• Percent  increase 
(decrease)  from 
previous  year 

45% 

15% 

107% 

18% 

(33%) 

• Gross  margin 

9% 

7% 

7% 

4% 

3% 

Net  income  to  common 
shareholders  before 
effect  of  accounting 
change 

$16.0 

$11.1 

$9.5 

$5.2 

$5.3 

32% 

• Percent  increase 
(decrease)  from 
previous  year 

44% 

17% 

83% 

(2%) 

(17%) 

• Net  margin 

5% 

4% 

4% 

2% 

3% 

Net  income  to  common 
shareholders  after  effect 
of  accounting  change 

$17.6 

$11.1 

$9.5 

$5.2 

$5.3 

35% 

• Percent  increase 
(decrease)  from 
previous  year 

59% 

17% 

83% 

(2%) 

(17%) 

• Net  margin 

5% 

4% 

4% 

2% 

3% 

Earnings  per  common 
share  before 
accounting  change 

$1.01 

$0.72 

$0.63 

$0.33 

$0.34 

31% 

• Percent  increase 
(decrease)  from 
previous  year 

40% 

14% 

91% 

(3%) 

(17%) 

Net  earnings  per 
common  share 

$1.11 

$0.72 

$0.63 

$0.33 

$0.34 

34% 

• Percent  increase 
(decrease)  from 
previous  year 

54% 

14% 

91% 

(3%) 

(17%) 

A five-year  summary  of  source  of  revenue  by  target  market  follows; 
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FIVE-YEAR  SOURCE  OF  REVENUE  BY  TARGET  MARKET 

($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

CAGR 

Services  and 
application  product 
revenue 

Financial  services 
institutions 

$57.1 

$49.7 

$50.0 

$40.5 

$35.3 

13% 

- Percent  increase 
(decrease)  from 
previous  year 

15% 

(6%) 

23% 

15% 

18% 

Federal  government 
agencies  and  aerospace 
companies 

$82.2 

$66.8 

$56.1 

$54.2 

$62.0 

7% 

- Percent  increase 
(decrease)  from 
previous  year 

23% 

19% 

4% 

(13%) 

(20%) 

State  and  local 
government  and 
education 

$59.9 

$52.5 

$47.2 

$43.8 

$30.8 

18%. 

- Percent  increase 
from  previous  year 

14% 

11% 

8% 

42% 

16% 

Telecommunications 

firms 

$61.2 

$32.4 

$31.4 

$15.0 

$11.3 

53% 

- Percent  increase 
from  previous  year 

89% 

3% 

109% 

33% 

64% 

Energy  industry  clients 

$11.3 

$15.3 

$11.0 

$11.6 

$9.0 

6% 

- Percent  increase 
(decrease)  from 
previous  year 

(26%) 

39% 

(5%) 

29% 

53% 

Other  corporate  clients 

$23.8 

$29.7 

$29.1 

$24.0 

$23.3 

1% 

- Percent  increase 
(decrease)  from 
previous  year 

(20%) 

2% 

21% 

3% 

9% 

Subtotal 

$2953 

$245:4 

$224.9 

$189.1 

$171.7 

15% 

Reimbursed  expense 
revenue 

$37.0 

$38.0 

$35.4 

$35.2 

$38.3 

— 

TOTAL 

$332.5 

$284.4 

$260.3 

$224.4 

$210.0 

12% 

In  the  financial  services  institutions  market,  1992  services  and 
product  revenue  increased  15%.  Improvements  in  the  financial 
condition  for  the  U.S.  banking  industry  allowed  projects  that  had 
been  deferred  in  1991  to  resume  in  1992.  As  a result,  domestic 
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revenue  rose  14%  to  $39.7  million  during  the  year.  Services  and 
product  revenue  from  banks  in  Europe  increased  18%  to  $9.9 
million. 

• In  the  federal  government  market,  1992  services  and  product 
revenue  increased  23%  due  to  AMS'  continued  success  in  marketing 
its  Federal  Financial  System  and  related  services  (up  45%  to  $28.6 
million)  and  growth  in  work  with  foreign  government  defense 
agencies,  which  increased  47%  to  $10.9  million. 

• In  the  state  and  local  government  and  education  market,  1992 
services  and  revenue  increased  14%.  During  1992,  AMS  was 
awarded  a large  contract  to  develop  a state-wide  child  support 
enforcement  system  for  a western  state.  Additionally,  working  with 
an  education  client,  AMS  began  developing  its  applications  software 
under  client/server  architecture.  New  clients  also  contributed  to 
revenue  growth  during  the  year. 

• In  the  telecommunications  market,  services  and  product  revenue 
increased  89%.  Domestically,  revenue  increased  64%  to  $40.8 
million.  International  sales  increased  175%  to  $20.4  million. 

• In  the  energy  market,  services  and  product  revenue  declined  26%. 
This  reduction  was  anticipated.  Revenue  from  this  market  did 
increase  40%  during  1991  due  to  winning  two  contracts  that  were  not 
expected. 

• Services  and  product  revenue  from  other  corporate  clients  decreased 
20%  during  1992  due  mainly  to  lower  levels  of  business  with  IBM. 
Revenue  from  IBM  is  expected  to  continue  to  decline  in  1993. 

Research  and  development  and  product  support  expenditures  for  1992 
were  $24.8  million.  It  is  estimated  that  these  expenditures  in  1993  will 
reach  $32.7  million,  of  which  $7.9  million  will  be  attributed  to  the 
financial  services  market,  $8.2  million  to  government  (federal,  state, 
and  local),  $3  million  to  education,  $5  million  to  telecommunications, 
and  $8.6  million  for  corporate  products  and  tools. 


AMS  has  technology  partnerships  with  a number  of  vendors,  including 
Digitalk,  GRiD  Systems,  Gupta  Technologies,  IBM,  Intersolv, 
Knowledge  Systems  Corporation,  Microsoft,  Neuron  Data,  Novell, 
Oracle,  ParcPlace  Systems,  Powersoft,  Sybase,  and  Transarc.  Under 
these  partnerships,  AMS  works  with  vendors  to  bring  specialized 
capabilities  to  client  projects  (e.g.,  object-oriented  programming, 
client/server  platforms,  etc.) 
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As  of  December  31, 1992,  AMS  had  3,348  employees,  including  2,840 
professional  staff  and  508  support  staff.  The  company  currently  has 
3,566  employees. 

During  1992,  AMS  hired  500  new  employees  and  lost  380  through 
attrition.  Plans  for  1993  include  840  new  hires,  with  a loss  of 
approximately  400  through  attrition,  bringing  the  total  number  of 
employees  to  an  estimated  3,800  in  1993. 


Major  competitors  by  markets  served  include  the  following: 

• Financial  services  institutions:  Systematics,  Fair  Isaac,  and  Shaw 

• Federal  government  agencies:  "Big  6"  accounting  firms  and  various 
systems  integrators 

• State  and  local  government/local  education  agencies:  KPMG  and 
D&B  Software 

• Colleges  and  universities:  D&B  Software  (Information  Associates) 
and  SCT 

• Telecommunications:  Cincinnati  Bell  Information  Systems  and 
Andersen  Consulting 

• Energy  clients:  "Big  6"  accounting  firms 


and  INPUT  estimates  that  AMS'  1992  revenue  was  derived  approximately 
as  follows: 

Systems  integration/ 
applications  solutions  80% 

Professional  services  20% 

100% 

AMS  services  and  product  revenue  is  recognized  as  follows: 

• For  large  professional  services  contracts,  AMS  typically  contracts  for 
one  phase  (design,  development,  or  implementation)  at  a time.  No 
contracts  are  subject  to  renegotiation. 

- AMS  generally  contracts  either  on  the  basis  of  reimbursement  of 
costs  plus  a fixed  fee,  a fbced  or  ceiling  price  for  each  phase,  unit 
rates  for  time  and  materials  used,  or  for  services  sold  at  unit 
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prices.  In  most  cases,  AMS  receives  monthly  or  per-deliverable 
progress  payments. 

- Most  of  AMS'  revenue  is  from  projects  performed  under  cost-plus 
contracts,  or  under  fixed-  or  ceiling-price  contracts  in  which  AMS 
recognizes  revenue  based  on  the  percent  of  work  completed. 
Many  of  AMS'  projects  require  six  or  more  months  to  complete. 

- In  September  1990,  AMS  was  awarded  a license  by  the  Carnegie 
Mellon  University  Software  Engineering  Institute  (SEI)  for  the 
Software  Process  Assessment  methodology.  The  license  enables 
AMS  to  offer  software  assessment  as  an  additional  service  to  its 
clients. 

• Revenue  from  licenses  for  off-the-shelf  packaged  applications,  for 
which  delivery  has  occurred,  is  recorded  at  the  time  the  contract  is 
signed,  less  an  amount  approximately  equal  to  costs  required  to 
complete  the  contract,  which  is  later  recognized  on  a percent-of- 
completion  basis. 

- AMS  is  committed  to  IBM's  AD/Cycle  application  development 
strategy  and  is  working  with  IBM  to  develop  versions  of  its 
applications  for  IBM's  System  Application  Architecture  (SAA). 

- AMS  has  made  a major  commitment  to  improving  the 
productivity  and  quality  of  its  work  for  clients  using  its  Life-cycle 
Productivity  System  (LPS),  a proprietary  combination  of  third- 
party  and  AMS-developed  applications.  The  LPS  methodology 
covers  all  the  areas  that  an  organization  needs  to  establish 
business  objectives,  to  identify  whether  application  packages  or 
other  reusable  applications  can  meet  most  objectives,  and  to 
determine  system  adaptations  to  meet  specific  business  and 
technical  needs. 

- LPS  also  includes  AMS'  CORE  Foundation  Software  of  reusable 
code  modules.  This  facilitates  direct  integration  of  design  and 
implementation  phases. 

- Software  applications  available  from  AMS  are  presented  in 
Exhibit  B. 

In  the  discussion  that  follows,  AMS'  products  and  services  will  be 
described  in  relation  to  the  company's  target  markets. 
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EXHIBIT  B 


AMS  APPLICATIONS  SOFTWARE  PRODUCTS 


Application 

Description 

Number 

Installed 

Operating 

Environment 

Credit  Management 

CreditLine 

- Automated  Credit 
Application  Processing 
System  (ACAPS) 

Customer  credit  application 
processing  system 

80 

IBM  370,  43XX, 
30XX,  93XX 

- BureauLink 

Credit  bureau  request  processing 

95 

IBM  370,  43XX, 
30XX,  93XX 

- Advanced  Consumer 
Lending  System  (ACLS) 

Loan  processing  system 

22 

IBM  370,  43XX, 
30XX 

- Computer  Assisted 
Coliection  System  Plus 
(CACSPIus) 

Collection  management  system 

190 

IBM  System  38, 
370,  43XX,  30XX, 
AS/400 

- Behavior  Scoring 

- Strata 

Risk  management  decision  support 
Behavior  scoring 

1 

New 

IBM  370,  43XX, 
IBM  370,  PS/2 

Corporate  Banking 

- 

Letter  of  Credit  System 
(LCS) 

Letter  of  credit,  reimbursement,  and 
banker's  acceptance  processing 

25 

IBM  43XX,  30XX 

Customer  Entry  System 
(CES) 

Customer  interface  to  LCS 

16 

IBM  43XX,  30XX 

Collection  Processing 
System  (CPS) 

Automation  for  clean  and 
documentary  collections 

17 

IBM  43XX,  30XX 

Corporate  Deposit  System 
(CDS) 

Corporate  demand  deposit 
accounting  system 

3 

IBM  43XX,  30XX 

Secured  Eiectronic 
Main  System  (SEMS) 

Bank  and  customer  message 
interface 

7 

IBM  43XX,  30XX 

Incoming  SWIFT  Automatic 
Capture  Interface 

LCS  and  SWIFT  interface 

16 

IBM  43XX,  30XX 

TradeLine 

Letters-of-credit  and  collections 
processing  for  international  banks 

25 

IBM  30XX 

MicroTradeLine 

Graphical  user  interface  to 
TradeLine 

New 

IBM  PS/2,  3270, 
and  ES/9000S 

(continued) 
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EXHIBIT  B (CONT.) 

AMS  APPLICATIONS  SOFTWARE  PRODUCTS 


Application 

Description 

Number 

Installed 

Operating 

Environment 

Energy  Systems 

Oil  and  Gas  Information 
System  (OGIS) 

Energy  accounting  and  financial 
control  system 

22 

IBM  370,  43XX, 
30XX;  DEC  VAX 

Revenue  Management 
System  (RMS) 

Oil/gas  revenue  management 
system 

5 

IBM  370,  43XX, 
30XX;  DEC  VAX 

Government  Systems 

Federal  Financial  System 
(FFS) 

Accounting  and  financial 
reporting  system 

26 

IBM  390,  43XX, 
30XX,  93XX; 
DEC  VAX 

Local  Government 
Financial  System 

(LGFS/ADVANTAGETM) 

Accounting,  financial,  and  materials 
management  system 

130 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Government  Financial  Systerr 
(GFS  ADVANTAGETM) 

Accounting,  financial,  and  materials 
management  system 

39 

IBM  390,  ES/9000 
Series;  DEC  VAX 

OASIS/ADVANTAGE  Tax 
Management  System 

Property  valuation,  tax  accounting, 
and  management  system 

28 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Government  Human 
Resource  System 
(GHRS/ADVANTAGETM) 

Human  resources  and  payroll 
system 

41 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Education  Systems 

Local  Education  Agency 
Financial  System 
(LEAFS/ADVANTAGE^M) 

Local  school  district  accounting, 
financial,  and  materials 
management  system 

14 

IBM  390,  ES/9000 
DEC  VAX  Series 

LEGEND  Series 

- College  and  University 
Financial  System 
(CUFS/LEGEND) 

Accounting  and  financial 
management  system 

100 

IBM  370/390, 
ES/9000 

- Student  Information  System 
(SIS/LEGEND) 

Admissions,  financial  aid, 
student  records,  and  student 
accounts  receivable  system 

15 

IBM  370/390, 
ES/9000 

- Human  Resource  System 
(HRS/LEGEND) 

Payroll/personnel,  applicant 
tracking,  benefits  management 

10 

IBM  370/390, 
ES/9000;  DEC  VAX 

- Facilities  Management 
System  (FMS/LEGEND) 

Manages  inventory;  operates/ 
maintains  facilities;  manages  design, 
construction,  space,  equipment; 
performs  financial/admin  services 

1 

(New) 

IBM  370/390, 
ES/9000 

(continued) 
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EXHIBIT  B (CONT.) 

AMS  APPLICATIONS  SOFTWARE  PRODUCTS 


Product 

Description 

Number 

Installed 

Operating 

Environment 

Telecommunications 
Industry  Systems 

TieLine 

Customer  contact  systems  for 
fixed-wire  operators 

IBM  370.  43XX, 
30XX;  MVS/ESA, 
IMS/DB/DC 

-CAMS 

Customer  Account  Management 
System 

6 

IBM  370,  43XX, 
30XX;  MVS/ESA, 
IMS/DB/DC 

- MPS 

Message  Processing  System 

7 

IBM  370,  43XX, 
30XX;  MVS/ESA, 
IMS/DB/DC 

- Sums 

Service  Order  Management 
System 

2 

IBM  370,  43XX, 
30XX;  MVS/ESA, 
IMS/DB/DC 

-UP 

Usage  Pricing 

New 

IBM  370,  43XX, 
30XX,  MVS/ESA, 
IMS/DB/DC,  UNIX 

Mobile  2000 

Customer  management  and  billing 
system  for  wirefree  operators 

3 

IBM  3090, 
ES/9000  Series 
30XX 

Financial  Services  (Banking  and  Insurance): 

AMS  provides  management  consulting  and  system  development 
services,  and,  as  a part  of  those  services,  also  provides  several  packaged 
applications  to  large  international  banks  and  to  U.S.  money  center  and 
regional  banks  and  insurance  companies.  Services  and  product  revenue 
from  this  segment  were  $57.1  million  in  1992,  a 15%  increase  over 
$49.7  million  in  1991.  It  is  estimated  that  revenue  from  this  market  will 
increase  about  20%  during  1993  to  over  $67  million. 

AMS  consultants  assist  in  all  phases  of  system  planning  and  project 
management,  including  strategic  systems  planning,  business  process 
redesign,  business-system  concept  definition,  software  evaluation,  risk 
management  consulting,  credit  and  behavior  scoring  model 
development  and  implementation,  custom  system  design,  system 
implementation,  packaged  system  customization,  operations  and 
efficiency  analysis,  and  training  documentation. 

• AMS'  strategy  for  the  finance  industry  is  to  accelerate  growth  in  the 
areas  of  risk  management  (consumer  and  corporate),  customer 
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relationship  enhancements,  technology  (client/server,  imaging),  and 
business  transformation  areas. 

• The  target  market  for  AMS  consumer  credit  management 
applications  and  services  is  organizations  that  extend  credit  to 
consumers  and  businesses,  including  financial  institutions,  retailers, 
telecommunications  firms,  government  agencies,  health  care 
providers,  and  utility  companies. 

• For  global  wholesale  processing  services,  the  target  market  is  the 
leading  U.S.  and  international  financial  institutions. 

Key  AMS  bank  clients  include  Bank  of  America,  Wells  Fargo  Bank, 
Bayerische  Vereinsbank.  Clients  include  American  Express,  AT&T, 
Banc  One,  Bank  of  America,  Bank  of  Montreal,  Barclays  Bank,  Barnett 
Bank  and  Citibank. 

In  the  area  of  insurance,  AMS  specializes  in  operations  re-engineering 
and  underwriting  systems  for  life  insurers.  The  firm  served  as 
integrator  for  Mutual  of  New  York's  CLUES  expert  underwriting 
system.  In  addition,  AMS  worked  with  Mutual  Benefit  Life  in 
developing  a new  business  environment. 

• AMS  has  been  exclusively  designated  as  a "preferred  integration 
partner"  by  the  Lincoln  National  Corporation,  a vendor  of  expert 
underwriting  systems  to  the  life  insurance  industry. 

• Other  clients  include  Provident  Insurance,  Equitable,  PNC, 

KeyCorp,  and  Aetna. 

• AMS  has  an  alliance  with  AlCorp,  a provider  of  expert  system 
development  software,  to  provide  training  and  consulting  services  to 
insurance  companies. 

Federal  Government: 

AMS  provides  professional  services,  processing,  and  systems  operations 
services  to  civilian  and  defense  agencies  of  the  federal  government. 
Services  and  product  revenue  from  this  market  was  $82.2  million,  a 
23%  increase  over  $66.8  million  in  1991.  It  is  estimated  that  revenue 
from  this  market  will  grow  to  $100  million  during  1993. 

• Service  and  product  revenue  from  federal  civilian  agencies  was  $51.6 
million  in  1992,  a 15%  increase  over  $44.9  million  in  1991.  It  is 
estimated  that  revenue  from  these  agencies  will  exceed  $56  million, 
with  the  administration  transition  dampening  1993  growth  prospects. 
Growth  will  come  from  financial  systems  and  client/server 
applications. 
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• Service  and  product  revenue  from  federal  defense  clients  was  $38.2 
million  in  1992,  compared  to  $30  million  in  1991.  It  is  estimated  that 
revenue  from  defense  clients  will  exceed  $40  million  in  1993.  In  this 
shrinking  overall  market,  AMS  management  believes  modest  growth 
can  be  obtained  by  targeting  specific  niches  (intelligence,  depot 
consulting,  surface  ship  maintenance). 

Defense  Agencies:  Professional  services  are  provided  to  all  major 
Army,  Navy,  Air  Force,  and  Marine  Corps  organizations  in  the  areas  of 
information  systems  and  technology  applications.  AMS  also  provides 
services  in  support  of  logistics  and  maintenance  engineering;  industrial 
operations  improvements  and  business  process  re-engineering;  total 
quality  management  implementation  services;  and  environmental 
systems. 

• Information  systems  work  includes  consulting  and  systems 
development  for  executive  decision  support  systems,  strategic 
systems  planning,  EDP  acquisitions,  support,  quality  assurance  and 
independent  verification  and  validation  (IV&V),  and  life-cycle 
management  documentation  support.  Projects  include  distributed 
processing,  information  engineering/information  systems 
architectures,  the  installation  of  LANs  and  UNIX-based  systems, 
and  the  application  of  document  imaging  and  expert  systems. 

• In  the  field  of  engineering  and  logistics  support  for  Navy  surface 
ships,  key  projects  include:  devising  new  maintenance  procedures 
based  on  condition  of  equipment,  employing  automated  systems  for 
test  and  diagnostic  functions,  and  analyzing  trade-offs  between 
maintenance  priorities  and  available  resources. 

• AMS  is  also  involved  in  projects  to  improve  headquarters  and  field 
logistics  management  functions,  including  the  development  of 
decision  models  and  performance  standards  for  maintenance, 
supply,  and  other  logistics  elements. 

• As  part  of  its  niche  strategy  for  growth,  specific  initiatives  include 
the  following: 

- AMS  is  providing  strategic,  operational,  and  systems  consulting 
for  depot  operations.  AMS  has  won  $44  million  in  contracts  for 
naval  depots  through  1997  and  is  targeting  other  DoD  services 
through  the  Joint  Logistics  Systems  Command.  AMS  is  also 
expanding  maintenance  consulting  into  the  nuclear  utilities 
market,  with  four  under  contract. 

- AMS  is  providing  a range  of  information  consulting  and  financial 
systems  to  national  intelligence  agencies. 
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- AMS  is  providing  strategic,  technical,  and  systems  consulting  for 
Navy  surface  ships  and  has  won  a $57  million  contract  through 
1997. 

- AMS  is  expanding  into  closely  related  industries,  providing 
facilities  management  systems  to  utilities  and  universities  to 
improve  plant  maintenance. 

Civilian  Agencies:  AMS  currently  provides  professional  services  to 
over  two  dozen  federal  civilian  agencies  under  various  basic  ordering 
agreements,  requirements-type  contracts,  and  ADP  schedules. 

• Services  span  the  full  system  development  life  cycle,  from  systems 
planning  and  technology  assessment,  through  requirements  analysis, 
design,  development,  and  implementation.  AMS  also  performs 
general  management  consulting  assignments,  provides  quality 
improvement  consulting  and  training,  and  furnishes  independent 
validation  and  verification  services. 

• Advanced  methodologies  applied  for  civilian  agencies  have  included 
Joint  Application  Design  (JAD)  techniques,  information 
engineering,  business  process  redesign,  and  computer-assisted 
software  engineering. 

• Key  technology  initiatives  include  distributed,  client/server  financial 
management  systems,  client/server  administrative  systems;  and  re- 
engineering of  business  processes  and  workflows,  including 
integration  of  image  technology  in  administrative  and  programmatic 
workflows  and  client/server  tools  for  performance  measurement  and 
cost  management. 

• Areas  of  specialization  include  office  automation, 
telecommunications,  financial  accounting,  payroll/persoimel, 
regulatory  operations,  and  administrative  applications. 

• Key  civilian  agency  clients  and  estimated  1993  revenue  include  the 
Treasury:  IRS  and  Customs  ($8  million  to  $10  million);  Veterans 
Affairs  ($6  million  to  $8  million);  Interior:  Geological  Survey, 
Minerals  Management  ($11  million  to  $13  million);  Environmental 
Protection  Agency  ($  6 million  to  $8  million);  Education  ($1  million 
to  $3  million);  Housing  and  Urban  Development  ($2  million  to  $4 
million). 

AMS'  Federal  Financial  System  (FFS),  a large-scale  financial 
accounting  application  for  federal  agencies,  has  been  implemented  in 
26  agencies. 
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• Recent  extensions  to  the  FFS  product  line  include  a microcomputer- 
based  version  for  local  site  financial  accounting,  the  development  of 
a new  module  for  managing  relocation  and  moving  expenses,  and 
expanded  budget  preparation  capabilities. 

• New  FFS  clients  added  in  1992  and  1993  include  Department  of 
Housing  and  Urban  Development  (HUD),  Uniformed  Services 
University  of  the  Health  Services,  and  Bureau  of  Alcohol,  Tobacco, 
and  Firearms. 

• AMS  and  DEC  jointly  market  FFS  accounting  software  for  DEC 
VAX  systems  to  the  federal  government.  AMS  also  participates  in 
the  DEC  Cooperative  Marketing  Program  (CMP)  in  the  state  and 
local  government  and  education  markets. 

AMS  provides  systems  operations  services  to  several  agencies, 
including  developing  and  operating  systems  customized  to  federal 
agency  requirements.  AMS  also  participates  in  the  GSA  teleprocessing 
services  program  under  which  agencies  can  purchase  processing 
services  from  information  services  vendors. 

State  and  Local  Government /Education: 

AMS  provides  systems  integration  services,  application  solutions,  and 
professional  services  to  state  and  local  governments,  local  school 
districts,  and  colleges  and  universities.  Services  and  product  revenue 
from  this  market  reached  $59.9  million  in  1992,  a 14%  increase  over 
$52.5  million  in  1991.  It  is  estimated  that  revenue  from  this  market  will 
grow  to  $72  million  in  1993. 

• Services  and  product  revenue  from  state  government  clients  was 
$13.4  million  in  1992,  an  11%  increase  over  $12.1  million  for  1991. 
Key  growth  areas  for  1993  include  child  support,  state  financial,  state 
revenue,  state  departments  of  transportation,  and  imaging  projects. 

• Services  and  product  revenue  from  local  government  clients  was 
$22.2  million  in  1992,  an  8%  increase  over  $20.6  million  for  1991. 

Key  growth  areas  for  1993  include  financial,  human  resources, 
imaging,  and  criminal  justice  projects. 

• Services  and  product  revenue  from  education  clients  was  $22.4 
million  in  1992,  a 33%  increase  over  $16.9  million  in  1991.  Key 
growth  areas  for  1993  include  local  school  districts  and  new  offerings 
for  higher  education. 

• Services  and  product  revenue  from  Canadian  federal  and  provincial 
governments  declined  31%  to  $2  million  in  1992.  However,  several 
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initiatives  underway  in  Canada  should  result  in  growth  in  this  market 
during  1993. 

Ongoing  projects  in  this  market  include  17  statewide  financial  systems, 
41  state  agency  systems,  6 of  the  top  19  cities,  15  of  the  top  50  counties, 
11  Canadian  Federal  Ministries,  8 of  the  top  100  large  school  districts, 
and  17  of  the  top  130  major  universities. 

Services  and  products  are  marketed  to  state  and  local  governments  and 
local  education  agencies  for  financial,  human  resources,  and  tax 
management  applications.  During  1992,  AMS  received  key  contract 
awards  from  Wisconsin,  Utah,  Louisiana,  Minnesota,  Massachusetts, 
Arizona,  California,  Pennsylvania,  Virginia,  Sacramento,  and 
Westchester  County. 

Systems  for  colleges  and  universities  focus  on  financial,  human 
resource,  student,  and  alumni  and  fund-raising  information 
management  systems.  During  1992,  AMS  received  key  contract  awards 
from  University  of  Texas  at  Galveston,  University  of  Hawaii,  Columbia 
University,  Fresno  Schools,  Salem  Keizer  Schools,  Los  Angeles  Unified 
Schools,  and  Cherry  Creek  Schools. 

Telecommunications: 

AMS  provides  professional  services  and  applications  to  large  local 
telephone  companies,  interexchange  carriers,  international  carriers, 
and  cellular  telephone  companies.  Services  and  application  revenue 
from  this  market  reached  $61.2  million  in  1992,  an  89%  increase  over 
$32.4  million  for  1991.  It  is  estimated  that  1993  revenue  from  the 
market  will  increase  to  $80  million. 

• Applications  (see  the  exhibit)  support  order  processing,  message 
processing,  billing,  accounts  receivable,  and  collections. 

• About  75%  of  Mobile  Communications'  1992  business  was 
international.  The  unit  is  leading  AMS  expansion  in  Europe. 
Initiatives  include  graphical  user  interfaces,  client/server, 
multimedia,  expansion  of  domestic  functionality  with  NYNEX, 
additions  of  European  versions,  and  marketing  rights  for  a smaller, 
DEC-based  European  system. 

• Telecommunications  Industry  Practice  has  a North  American  focus, 
but  an  international  interest.  Initiatives  include  joint  development 
with  Bell  Atlantic  and  Bell  South;  international  opportunities  with 
Deutsche  Telekom  (Germany,  Televerket  (Sweden),  and  SIP  (Italy); 
and  transforming  to  industry  standard,  advanced  building-block 
architecture. 
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AMS  has  implemented  versions  of  its  TieLine  applications  for 
companies  such  as  Bell  Atlantic,  Bell  South,  Contel,  Pacific  Telecom, 
U.S.  Sprint,  Alltel,  Stentor  (formerly  Telecom  Canada),  and  Alberta 
Government  Telephones. 

Mobile  2000  is  customer  management  and  billing  system  for  the 
cellular  telephone  industry  jointly  developed  by  AMS  and  NYNEX 
Mobile  Communications. 

• AMS  markets  and  supports  Mobile  2000  worldwide  and  provides 
professional  consulting  services. 

• AMS  is  implementing  Info2000,  a comprehensive  customer 
management  and  billing  system,  at  NYNEX  Mobile.  The  system  is 
the  foundation  for  Mobile  2000. 

• Other  mobile  communications  clients  include  SNET  Cellular, 

PacTel  Cellular,  TU-KA  (a  Japanese  consortium),  Mannesmann 
Mobilfunk  GmbH  (Germany),  and  Tokyo  Digital  Phone  (Japan), 
Telverkat  Radio  (Sweden),  and  Telecel  (Portugal). 

Energy: 

AMS  provides  energy  applications  and  custom  system  development  and 
support  services  to  energy  companies  and  government.  Services  and 
product  revenue  from  this  market  was  $11.3  million  in  1992,  a 26% 
decrease  from  $15.3  million  in  1991. 

Energy  applications  include  oil  and  gas  accounting  and  financial 
management  reporting,  revenue  accounting  and  distribution,  and 
property  accounting. 

Professional  services  provided  to  energy  clients  include  business 
consulting  to  help  clients  identify  profitable  areas  for  system 
development,  and  the  preparation  of  strategic  plans  for  management 
information  systems;  systems  development,  from  initial  concept 
definition  through  system  design,  development,  implementation,  and 
support;  and  technical  consulting  in  such  areas  as  hardware  planning, 
network  design,  operation  evaluations  and  timing,  and  systems  software 
support. 

Other  Market  Areas: 

AMS  has  completed  over  30  document-imaging  projects,  including 
systems  integration  and  studies.  AMS  has  implemented  large-scale 
imaging  solutions  using  hardware  supplied  by  IBM,  FileNet,  LaserData, 
and  other  vendors.  These  projects  have  been  performed  for 


Page  20  of  24 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


July  1993 


AMERICAN  MANAGEMENT  SYSTEMS 


INPUT 


Industry  Markets 


government  agencies,  financial  services  and  insurance  firms,  public 
utilities,  hospitals,  and  transportation  companies. 

Since  1972,  AMS  has  provided  processing  services  to  dozens  of  trade 
associations  and  membership  organizations,  including  the  Association 
of  Flight  Attendants,  the  National  Alliance  of  Business,  and  AARP. 
Membership  accounting,  billing,  payroll,  and  related  services  are 
provided  via  the  Arlington  data  center. 

Through  Data  Base  Management,  Inc.  (DBMI)  and  AMS  Courseware 
Developers,  AMS  provides  consulting  and  training  services  to  Fortune 
500/50  industrial  companies,  banks  and  insurance  companies,  and 
government  agencies. 

• DBMI  specializes  in  the  design  and  development  of  applications 
systems  using  client/server  and  CASE  technologies  and  specialized 
DB/DC  software  such  as  IMS,  CICS,  DB2,  and  SQL.  DBMI  also 
provides  system  programming,  DA,  DBA,  and  JAD  technical 
support. 

• DBMI's  130-course  training  curriculum  uses  interactive  machine 
workshops  and  addresses  such  areas  as  client/server,  CASE  (ADW, 
lEF,  Excelerator,  APS,  and  CSP),  Systems  Analysis  and  Design, 
DB2,  SQL/DS,  IMS,  CICS,  ORACLE,  SAA,  Expert  Systems,  and 
Management  Training  for  IS  professionals. 

• AMS  Courseware  Developers  specializes  in  the  development  of 
custom  computer-based  training  (CBT)  and  multimedia  to  enhance 
the  performance  of  users  in  large  organizations. 


A three-year  summary  of  AMS'  source  of  revenue  follows: 
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AMERICAN  MANAGEMENT  SYSTEMS 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

TARGET  MARKET 

1992 

1991 

1990 

Services  and  Product 
Revenue: 

Financial  services  institutions 

17% 

17% 

19% 

Federal  government  agencies 
and  aerospace  companies 

25% 

24% 

22% 

State  and  local  governments 
and  universities 

18% 

19% 

18% 

Telecommunications  firms 

18% 

11% 

12% 

Energy  industry  clients 

3% 

5% 

4% 

Other  corporate  clients 

7% 

11% 

11% 

Reimbursed  expense 
revenue 

11% 

13% 

14% 

TOTAL 

100% 

100% 

100%  . 

AMS  has  supplied  more  than  600  complex  systems  solutions  for  41  of 
the  50  largest  U.S.  banks;  all  top  ten  retail  banks;  four  of  the  top  five 
Canadian  banks;  five  of  the  10  largest  insurance  companies;  four  of  the 
five  largest  energy  firms;  100  federal  civilian  and  defense  agencies; 
more  than  50  of  the  Fortune  100;  over  200  state,  city,  and  county 
governments,  school  districts,  colleges  and  universities;  and 
telecommunications  carriers. 

AMS'  target  markets  for  its  products  and  services  include  the  following: 

• The  300  largest  banks  and  other  large  financial  services  firms 

• Civilian  and  defense  government  agencies 

• The  350  largest  state  agencies  and  local  governments 

• The  250  largest  local  education  agencies 

• The  300  largest  colleges,  universities,  and  community  colleges 

• The  150  largest  energy  firms 

• Ten  of  the  20  largest  telecommunications  firms 
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Clients 

Long-standing  AMS  clients  include  the  EPA  (1972),  New  York  City 
(1975),  U.S.  Navy  (1976),  United  Technologies  (1976),  Baker  and 
Tayler  (1981),  American  Express  (1982),  Bank  of  Montreal  (1983), 
AT&T  (1983),  Bank  of  America  (1984),  Health  and  Welfare  Canada 
(1985),  State  of  Massachusetts  (1985),  Los  Angeles  Country  (1986), 
IRS  (1986),  U.S  Sprint  (1987),  and  Bell  Atlantic  (1989). 

Geographic 

Markets 

Approximately  85%  of  AMS'  1992  revenue  was  derived  from  the  U.S. 
and  15%  from  international  sources. 

International  sales  (including  export  sales)  were  $45.9  million,  $24.4 
million,  $17.1  million,  and  $14.2  million  in  1992,  1991, 1990,  and  1989, 
respectively. 

AMS  has  U.S.  offices  in  Alexandria,  Arlington,  Chesapeake,  Fairfax, 
and  Richmond  (VA);  Atlanta  (GA);  Boston  (MA);  Bremerton  (WA); 
Chicago  (IL);  Dallas  and  Houston  (TX);  Detroit  (MI);  Lakewood 
(CO);  Los  Angeles,  Redwood  City,  San  Diego,  and  San  Francisco 
(CA);  Manchester  (CT);  New  Orleans  (LA);  New  York  (NY); 
Portsmouth  (NH);  Roseland  (NJ);  and  Sarasota  (FL). 

U.S.  subsidiary  locations  are  as  follows: 

• AMS  Operations  Corporation,  Inc.  is  in  Lakewood  (CO). 

• DBMI  (including  AMS  Courseware  Developers)  is  headquartered  in 
Manchester  (CT). 

International  subsidiary  locations  are  as  follows: 

• AMS  Management  Systems  Deutschland  GmbH  is  located  in 
Frankfurt  and  serves  as  the  European  headquarters.  Offices  are  also 
in  Dusseldorf  and  Munich. 

• AMS  Management  Systems  Europe,  S.A./  N.V.  is  in  Brussels, 
Belgium. 

• AMS  Management  Systems  U.K.  Limited  is  in  London.  A branch 
office  is  located  in  Lisbon  (Portugal). 

• AMS  Management  Systems  Canada,  Inc.  is  in  Ottawa.  Additional 
Canadian  offices  are  in  Montreal  and  Toronto. 
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has  an  IBM  3090-40,  MVX/ESA,  VM/HPO,  VSE/ESA  installed 
in  its  Arlington  data  center. 

AMS'  AMShare  network  is  used  internally  by  AMS  staff  in  support  of 
its  various  products  and  services. 

AMS  operates  its  own  data  communications  network  of  high-  and  low- 
speed  telephone  lines,  in  addition  to  using  the  SprintNet  service  with 
DECsystem  2060s. 

AMS  has  developed  a unique  enterprisewide  network  solution  for  its 
management  information  needs.  The  American  Management  Systems' 
Wide  Area  Network  (AMS WAN)  is  a multiprotocol  system. 

Permanent  WAN  connections  are  located  at  12  of  AMS'  29  branch 
offices,  including  one  international  location. 
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AMERICAN  MANAGEMENT 
SYSTEMS,  INC. 

1777  North  Kent  Street 
Arlington,  VA  22209 
Phone:  (703)841-6000 
Fax:  (703)841-5584 


Charles  Rossotti,  Chairman 
Public  Corporation,  NASDAQ 
Total  Employees:  3,200 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $285,167,000 


The  Company  American  Management  Systems,  Inc.  (AMS),  founded  in  1970, 

provides  systems  integration,  consulting  professional  services, 
applications  software,  and  systems  operations  services  to  many  of 
the  country's  largest  corporations,  hundreds  of  city  and  state 
governments,  and  the  federal  government.  Since  1982,  AMS's 
marketing  has  focused  primarily  on  larger  financial  services  firms, 
federal  government  agencies,  state  and  local  governments,  colleges 
and  universities,  energy  industry  clients,  and  telecommunications 
companies. 

The  company's  strategy  is  to  offer  consulting  and  integration 
services,  AMS  productivity  tools,  and  packaged  proprietary 
applications  to  clients  in  certain  target  markets  and  to  maintain 
long-term  relationships  with  these  clients.  AMS  derives 
approximately  85%  of  its  business  each  year  from  clients  with  whom 
it  worked  in  the  previous  year. 

In  September  1989,  IBM  acquired  a 10%  equity  interest  in  AMS  for 
approximately  $18  million. 

• IBM  and  AMS  also  entered  into  a multiyear  agreement  under 
which  AMS  will  work  on  the  development  of  application 
software  for  IBM.  Revenue  generated  from  work  performed  for 
IBM  was  approximately  $22.3  million  in  1991  and  $21.9  million 
in  1990. 

• AMS  is  an  IBM  Business  Partner-Authorized  Industry 
Application  Specialist. 

• In  June  1991,  AMS  announced  support  for  IBM's  Image  and 
Records  Management  System  (IRM)  for  systems  integration 
services  (IRM  customization  and  installation)  and  integration  of 
IRM  with  AMS  applications  for  vertical  markets.  AMS  played  a 
key  role  in  developing  this  imaging  technology. 
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• In  August  1991,  AMS  was  announced  as  a participant  in  IBM's 
Cooperative  Software  Program  (CSP)  with  its  LEGEND  series 
of  administrative  applications  for  the  higher  education  market. 

During  1990,  AMS  expanded  its  international  presence  by 
establishing  a third  subsidiary  in  Europe.  International  subsidiaries 
are  now  located  in  Belgium,  Germany,  the  U.K.  and  Canada. 

Total  1991  revenue  reached  $285.2  million,  a 9%  increase  over  1990 
revenue  of  $261.9  million.  Net  Income  to  common  shareholders 
rose  12%,  from  $10.4  million  in  1990  to  $11.6  million  in  1991.  A 
five-year  financial  summary  follows: 


AMERICAN  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

CAGR 

Revenue 

$285.2 

$261.9 

225.3 

$213.3 

$174.3 

13% 

• Percent  increase 
from  previous  year 

9% 

16% 

6% 

22% 

29% 

Income  before  taxes 

$21.0 

$19.2 

$9.5 

$10.5 

$13.0 

13% 

• Percent  increase 

(decrease)  from 
previous  year 

9% 

102% 

(10%) 

(19%) 

29% 

• Gross  margin 

7% 

7% 

4% 

5% 

7% 

Net  income  to  common 
shareholders 

$11.6 

$10.4 

$5.8 

$7.4 

$7.6 

11% 

• Percent  increase 
(decrease)  from 
previous  year 

12% 

79% 

(22%) 

(3%) 

45% 

• Net  margin 

4% 

4% 

3% 

3% 

4% 

Earnings  per  common 
share 

$1.12 

$1.04 

$0.56 

$0.71 

$0.73 

11% 

• Percent  increase 
(decrease)  from 
previous  year 

8% 

86% 

(21%) 

(3%) 

43% 

Revenues  for  1991  increased  in  all  of  AMS'  target  markets,  except 
for  financial  services  institutions,  with  the  largest  percentage 
increases  occurring  in  the  energy  and  federal  markets. 

Revenue  for  the  three  months  ending  March  31,  1992  reached  $75.7 
million,  compared  to  $69.3  million  for  the  same  period  in  1991. 
Results  for  1991  were  restated  to  reflect  the  change  in  the  method 
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AMS 

FIVE-YEAR  SOURCE  OF  REVENUE  BY  TARGET  MARKET 

($  millions) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

CAGR 

Services  and 
application  revenue 

Financial  services 
institutions 
- Percent  increase 

$49.3 

$50.4 

$40.6 

$37.2 

$31.9 

12% 

(decrease)  from 
previous  year 

(2%) 

24% 

8% 

18% 

35% 

Federal  government 
agencies  and  aerospace 

companies 
- Percent  increase 

$66.9 

$55.8 

$54.6 

$62.0 

$51.5 

7% 

(decrease)  from 
previous  year 

20% 

2% 

(12%) 

(20%) 

30% 

State  and  local 
government  and 
universities 
- Percent  increase 

$53.5 

$49.0 

$44.3 

$32.1 

$27.6 

18% 

from  previous  year 

9% 

11% 

28% 

16% 

11% 

Energy  industry  clients 
- Percent  increase 

$15.3 

$10.8 

$11.6 

$9.1 

$5.9 

27% 

(decrease)  from 
previous  year 

42% 

(7%) 

27% 

54% 

37% 

Telecommunications 

firms 

- Percent  increase 

$32.4 

$31.4 

$15.0 

$11.3 

$6.9 

47% 

from  previous  year 

3% 

109% 

33% 

64% 

57% 

Other  corporate  clients 
- Percent  increase 

$29.7 

$29.1 

$24.0 

$23.3 

$21.4 

9% 

from  previous  year 

2% 

21% 

3% 

9% 

93% 

Subtotal 

$247T 

$226.5 

$TM7T 

$175.0 

$145.2 

Reimbursed  expenses 

$38.0 

$35.4 

$35.2 

$38.3 

$29.1 

TOTAL 

$285.1 

$261.9 

$225.3 

$213.3 

$174.3 

13% 

Major  competitors  by  markets  served  include  the  following: 

• Financial  services  institutions:  Systematics,  Fair  Isaac,  and  Shaw 

• Federal  government  agencies:  "Big  6"  accounting  firms  and 
various  systems  integrators 
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• State  and  local  government/local  education  agencies:  KPMG 
and  D&B  Software 

• Colleges  and  universities:  D&B  Software  (Information 
Associates)  and  SCT 

• Energy  clients:  "Big  6"  accounting  firms 

• Telecommunications:  Cincinnati  Bell  Information  Systems  and 
Andersen  Consulting 


INPUT  estimates  that  AMS's  1991  revenue  was  derived 


approximately  as  follows: 

Systems  integration/ 

applications  solutions 

70% 

Systems  operations 

15% 

Professional  services 

15% 

100% 

AMS  application/service  revenue  is  recognized  as  follows: 

• For  large  professional  services  contracts,  AMS  typically  contracts 
for  one  phase  (design,  development,  or  implementation)  at  a 
time.  No  contracts  are  subject  to  renegotiation. 

- AMS  generally  contracts  either  on  the  basis  of  reimbursement 
of  costs  plus  a fixed  fee,  a fixed  or  ceiling  price  for  each  phase, 
unit  rates  for  time  and  materials  used,  or  for  services  sold  at 
unit  prices.  In  most  cases,  AMS  receives  monthly  or  per- 
deliverable  progress  payments. 

- Most  of  AMS's  revenue  is  from  projects  performed  under  cost- 
plus  contracts,  or  under  fixed-  or  ceiling-price  contracts  in 
which  AMS  recognizes  revenue  based  on  the  percent  of  work 
completed.  Many  of  AMS's  projects  require  six  or  more 
months  to  complete. 

- In  September  1990,  AMS  was  awarded  a license  by  the 
Carnegie  Mellon  University  Software  Engineering  Institute 
(SEI)  for  the  Software  Process  Assessment  methodology.  The 
license  enables  AMS  to  offer  software  assessment  as  an 
additional  service  to  its  clients. 

• Revenue  from  licenses  for  off-the-shelf  packaged  applications, 
for  which  delivery  has  occurred,  is  recorded  at  the  time  the 
contract  is  signed,  less  an  amount  approximately  equal  to  costs 
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required  to  complete  the  contract,  which  is  later  recognized  on  a 
percent-of-completion  basis. 

- AMS  is  committed  to  IBM's  AD/Cycle  application 
development  strategy  and  is  working  with  IBM  to  develop 
versions  of  its  applications  for  IBM's  System  Application 
Architecture  (SAA). 

- AMS  has  made  a major  commitment  to  improving  the 
productivity  and  quality  of  its  work  for  clients  using  its  Life- 
cycle  Productivity  System  (LPS),  a proprietary  combination  of 
third-party  and  AMS-developed  applications.  The  LPS 
methodology  covers  all  the  areas  that  an  organization  needs  to 
establish  business  objectives,  to  identify  whether  application 
packages  or  other  reusable  applications  can  meet  most 
objectives,  and  to  determine  system  adaptations  to  meet 
specific  business  and  technical  needs. 

- LPS  also  includes  CORE  Foundation  Software  of  reusable 
code  modules.  This  facilitates  direct  integration  of  design  and 
implementation  phases. 

- Software  applications  available  from  AMS  are  presented  in 
the  exhibit. 

In  the  discussion  that  follows,  AMS's  products  and  services  will  be 
described  in  relation  to  the  company's  target  markets. 

Financial  Services: 

AMS  provides  management  consulting  and  system  development 
services,  and,  as  a part  of  those  services,  also  provides  several 
packaged  applications  to  large  international  banks  and  to  U.S. 
money  center  and  regional  banks.  Services  and  applications 
revenues  from  this  segment  were  $49.3  million  in  1991,  a 2% 
decrease  from  $50.4  million  in  1990. 

• The  financial  problems  of  the  U.S.  banking  industry,  coupled 
with  the  merger  activity  of  these  institutions,  led  to  project 
cancellations  and  deferrals  during  1991. 

• Revenue  increases  from  banks  in  Europe  (up  45%  to  $7.7 
million)  offset  the  lower  revenues  earned  from  U.S.  banks  and 
other  financial  institutions  (down  8%  to  $41.6  million). 
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EXHIBIT 

AMS  APPLICATIONS  SOFTWARE  PRODUCTS 


Product 

Description 

Number 

Installed 

Operating 

Environment 

Credit  Management 

CreditLine 

- Automated  Credit 
Application  Processing 
System  (ACAPS) 

Customer  credit  application 
processing  system 

80 

IBM  370.  43XX, 
30XX,  93XX 

- BureauLink 

Credit  bureau  request  processing 

95 

IBM  370,  43XX, 
30XX,  93XX 

- Advanced  Consumer 
Lending  System  (ACLS) 

Loan  processing  system 

22 

IBM  370,  43XX, 
30XX 

- Computer  Assisted 
Collection  System  Plus 
(CACSP/us) 

Collection  management  system 

190 

IBM  System  38, 
370,  43XX,  30XX, 
AS/400 

- Behavior  Scoring 

Risk  management  decision  support 

1 

IBM  370,  43XX, 
30XX 

Corporate  Banking 

Letter  of  Credit  System 
(LCS) 

Letter  of  credit,  reimbursement,  and 
banker's  acceptance  processing 

25 

IBM  43XX,  30XX 

Customer  Entry  System 
(CES) 

Customer  interface  to  LCS 

16 

IBM  43XX,  30XX 

Collection  Processing 
System  (CPS) 

Automation  for  clean  and 
documentary  collections 

17 

IBM  43XX,  30XX 

Corporate  Deposit  System 
(CDS) 

Corporate  demand  deposit 
accounting  system 

3 

IBM  43XX,  30XX 

Secured  Electronic 
Main  System  (SEMS) 

Bank  and  customer  message 
interface 

7 

IBM  43XX,  30XX 

Incoming  SWIFT  Automatic 
Capture  Interface 

LCS  and  SWIFT  interface 

16 

IBM  43XX,  30XX 

TradeLine 

Letters-of-credit  and  collections 
processing  for  international  banks 

25 

IBM  30XX 

MicroTradeLine 

Graphical  user  interface  to 
TradeLine 

New 

IBM  PS/2,  3270, 
and  ES/9000S 

(continued) 
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EXHIBIT  (CONT.) 

AMS  APPLICATIONS  SOFTWARE  PRODUCTS 


Product 

Description 

Number 

Installed 

Operating 

Environment 

Energy  Systems 

Oil  and  Gas  Information 
System  (OGIS) 

Energy  accounting  and  financial 
control  system 

22 

IBM  370,  43XX, 
30XX;  DEC  VAX 

Revenue  Management 
System  (RMS) 

Oil/gas  revenue  management 
system 

5 

IBM  370,  43XX, 
30XX;  DEC  VAX 

Government  Systems 

Federal  Financial  System 
(FFS) 

Accounting  and  financial 
reporting  system 

26 

IBM  370,  43XX, 
30XX,  93XX; 
DEC  VAX 

Local  Government 
Financial  System  (LGFS) 

Accounting,  financial,  and  materials 
management  system 

121 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Government  Financial 
System  (GFS) 

Accounting,  financial,  and  materials 
management  system 

39 

IBM  390.  ES/9000 
Series;  DEC  VAX 

OASIS  Tax  Management 
System 

Property  valuation,  tax  accounting, 
and  management  system 

28 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Government  Human 
Resource  System 

Human  resources  system 

41 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Education  Systems 

Local  Education  Agency 
Financial  System  (LEAFS) 

Local  school  district  accounting, 
financial,  and  materials 
management  system 

11 

IBM  390,  ES/9000 
DEC  VAX  Series 

LEGEND  Series 

- College  and  University 
Financial  System 
(CUFS/LEGEND) 

Accounting  and  financial 
management  system 

100 

IBM  370/390, 
ES/9000;  DEC  VAX 

- Student  Information  System 
(SIS/LEGEND) 

Admissions,  financial  aid, 
student  records,  and  student 
accounts  receivable  system 

15 

IBM  370/390, 
ES/9000;  DEC  VAX 

- Human  Resource  System 
(HRS/LEGEND) 

Payroll/personnel,  applicant 
tracking,  benefits  management 

10 

IBM  370/390, 
ES/9000;  DEC  VAX 

- Development  Management 
System  (DMS/LEGEND) 

Alumni  records  and  fundraising 
management  system 

3 

HP  3000;  IBM  370/ 
390,  ES/9000 

(continued) 
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EXHIBIT  (CONT.) 

AMS  APPLICATIONS  SOFTWARE  PRODUCTS 


Number 

Operating 

Product 

Description 

Installed 

Environment 

Telecommunications 
Industry  Systems 

TieLine 

Customer  contact  systems  for 

IBM  370,  43XX, 

fixed -wire  operators 

30XX 

-CAMS 

Customer  Account  Management 
System 

5 

-MPS 

Message  Processing  System 

5 

-SOMS 

Service  Order  Management 
System 

1 

Mobile  2000 

Customer  management  and  billing 

New 

IBM  370,  43XX 

system  for  wirefree  operators 

30XX 

AMS  consultants  assist  in  all  phases  of  system  planning  and  project 
management,  including  strategic  systems  planning,  business  process 
redesign,  business-system  concept  definition,  software  evaluation, 
risk  management  consulting,  credit  and  behavior  scoring  model 
development  and  implementation,  custom  system  design,  system 
implementation,  packaged  system  customization,  operations  and 
efficiency  analysis,  and  training  documentation. 

AMS  focuses  on  consumer  credit  management  and  global  wholesale 
processing  services. 

• Each  application  can  be  installed  individually,  collectively,  or  in 
any  combination.  Optional  on-line  report  writer,  automated  call 
processing  functions,  and  LAN  computer-based  training  are  also 
available. 

• The  target  market  for  AMS  consumer  credit  management 
applications  and  services  is  organizations  that  extend  credit  to 
consumers  and  businesses,  including  financial  institutions, 
retailers,  telecommunications  firms,  government  agencies,  health 
care  providers,  and  utility  companies. 

• For  global  wholesale  processing  services,  the  target  market  is  the 
leading  U.S.  and  international  financial  institutions. 

Clients  include  American  Express,  AT&T,  Bank  of  America,  Bank 
of  Montreal,  and  Citibank. 
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• In  March  1990,  AMS  and  First  Data  Resources  (FDR) 
announced  a joint  venture  to  provide  AMS's  ACAPS  to  FDR 
customers.  FDR  has  integrated  ACAPS  into  FDR's  transaction 
processing  system. 

In  1991,  AMS's  origination  applications  (ACAPS  and  BureauLink) 
became  IBM  Cooperative  Software  Program  products,  and  are  now 
actively  marketed  by  the  IBM  Branch  Teams. 

Insurance: 

In  the  area  of  insurance,  AMS  specializes  in  operations  re- 
engineering and  underwriting  systems  for  life  insurers.  The  firm 
served  as  integrator  for  Mutual  of  New  York's  CLUES  expert 
underwriting  system.  In  addition,  AMS  worked  with  Mutual  Benefit 
Life  in  developing  a new  business  environment. 

• AMS  has  been  exclusively  designated  as  a "preferred  integration 
partner"  by  the  Lincoln  National  Corporation,  a vendor  of  expert 
underwriting  systems  to  the  life  insurance  industry. 

• AMS  has  an  alliance  with  AlCorp,  a provider  of  expert  system 
development  software,  to  provide  training  and  consulting  services 
to  insurance  companies. 

Federal  Government: 

AMS  provides  professional  services,  processing,  and  systems 
operations  services  to  civilian  and  defense  agencies  of  the  federal 
government.  Services  and  application  revenues  from  this  market 
were  $66.9  million  in  1991,  a 20%  increase  over  $55.8  million  in 
1990. 

• Growth  in  1991  was  due  primarily  to  AMS's  success  in  marketing 
its  Federal  Financial  System  and  related  services  (up  77%  to 
$19.8  million)  and  growth  in  work  with  foreign  government 
defense  agencies  (up  240%  to  $3.7  million). 

• Other  growth  is  anticipated  due  to  a major  opportunity  with  a 
foreign  government  defense  agency.  In  early  1992,  AMS  also 
won  recompetes  for  six  major  contracts  with  U.S.  defense 
agencies. 

Defense  Agencies;  Professional  services  are  provided  to  all  major 
Army,  Navy,  Air  Force,  and  Marine  Corps  organizations  in  the 
areas  of  information  systems  and  technology  applications.  AMS 
also  provides  services  in  support  of  logistics  and  maintenance 
engineering;  industrial  operations  improvements  and  business 
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process  re-engineering;  total  quality  management  implementation 
services;  and  environmental  systems. 

• Information  systems  work  includes  consulting  and  systems 
development  for  executive  decision  support  systems,  strategic 
systems  planning,  EDP  acquisitions,  support,  quality  assurance 
and  independent  verification  and  validation  (IV&V),  and  life- 
cycle  management  documentation  support.  Projects  include 
distributed  processing,  information  engineering/information 
systems  architectures,  the  installation  of  LANs  and  UNIX-based 
systems,  and  the  application  of  document  imaging  and  expert 
systems. 

• In  the  field  of  engineering  and  logistics  support  for  Navy  surface 
ships,  key  projects  include:  devising  new  maintenance 
procedures  based  on  condition  of  equipment,  employing 
automated  systems  for  test  and  diagnostic  functions,  and 
analyzing  trade-offs  between  maintenance  priorities  and 
available  resources. 

• AMS  is  also  involved  in  projects  to  improve  headquarters  and 
field  logistics  management  functions,  including  the  development 
of  decision  models  and  performance  standards  for  maintenance, 
supply,  and  other  logistics  elements. 

• Both  total  quality  management  and  environment  monitoring  MIS 
represent  areas  of  growth  within  the  Department  of  Defense. 
AMS  is  actively  increasing  its  involvement  in  these  segments  and 
is  involved  in  several  major  projects  through  contracts  with  the 
Naval  shipyard  and  aviation  depots. 

Civilian  Agencies:  AMS  currently  provides  professional  services  to 
over  two  dozen  federal  civilian  agencies  under  various  basic 
ordering  agreements,  requirements-type  contracts,  and  ADP 
schedules. 

• Services  span  the  full  system  development  life  cycle,  from 
systems  planning  and  technology  assessment,  through 
requirements  analysis,  design,  development,  and  Implementation. 
AMS  also  performs  general  management  consulting  assignments, 
provides  quality  improvement  consulting  and  training,  and 
furnishes  independent  validation  and  verification  services. 

• Advanced  methodologies  applied  for  civilian  agencies  have 
included  Joint  Application  Design  (JAD)  techniques, 
information  engineering,  business  process  redesign,  and 
computer-assisted  software  engineering. 
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• Key  technologies  include  multi-user  document  imaging  systems, 
expert  systems,  executive  information  systems,  distributed 
systems  featuring  relational  data  base  management  systems,  and 
large-scale  mainframe-based  transaction  processing  systems  for 
business  applications. 

• Areas  of  specialization  include  office  automation, 
telecommunications,  financial  accounting,  payroll/personnel, 
regulatory  operations,  and  administrative  applications. 

• Major  civilian  agency  clients  include  the  Environmental 
Protection  Agency;  the  General  Services  Administration;  the 
National  Science  Foundation,  and  the  Departments  of 
Agriculture,  Education,  State,  Transportation,  Veterans  Affairs, 
the  Treasury,  and  the  Interior. 

AMS's  Federal  Financial  System  (FFS),  a large-scale  financial 
accounting  application  for  federal  agencies,  has  been  implemented 
in  26  agencies. 

• Recent  extensions  to  the  FFS  product  line  include  a 
microcomputer-based  version  for  local  site  financial  accounting, 
the  development  of  a new  module  for  managing  relocation  and 
moving  expenses,  and  expanded  budget  preparation  capabilities. 

• New  FFS  clients  added  in  1991  include  the  Department  of 
Commerce's  Patent  and  Trademark  Office  (PTO)  and  the  U.S. 
Customs  Service,  a unit  of  the  Department  of  the  Treasury. 

• In  November  1990,  AMS  and  DEC  announced  they  would  jointly 
market  FFS  accounting  software  for  DEC  VAX  systems  to  the 
federal  government.  This  agreement  complemented  AMS's 
existing  DEC  Cooperative  Marketing  Program  (CMP) 
participation  in  the  state  and  local  government  and  education 
markets. 

• Federal  financial  management  reform  has  been  accelerated  by 
the  recent  passage  of  the  CFO  Act.  FSS,  available  through  a 
government-wide  schedule  contract,  is  well  positioned  for  future 
growth. 

AMS  provides  systems  operations  services  to  several  agencies, 
including  developing  and  operating  systems  customized  to  federal 
agency  requirements.  AMS  also  participates  in  the  GSA 
teleprocessing  services  program  under  which  agencies  can  purchase 
processing  services  from  information  services  vendors. 

Recent  contract  awards  include  the  following: 
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• In  July  1991,  AMS  was  awarded  a seven-year,  $54  million 
contract  by  the  Department  of  the  Interior's  Minerals 
Management  Service  (MMS)  to  provide  facilities  management 
(systems  operations)  and  computer  software  development 
support  services  for  the  Royalty  Management  Program  located  in 
Lakewood  (CO). 

• In  mid-1991,  AMS  won  three  competitive  task  orders  valued  at 
over  $6  million  to  support  the  Federal  Aviation  Administration 
(FAA)  in  the  development  of  aviation  safety-related  information 
systems,  including  a large-scale  document  imaging  system 
supporting  airmen  and  aircraft  registration.  The  task  orders 
were  awarded  by  the  Volpe  National  Transportation  Systems 
Center  in  Boston  (MA). 

• In  March  1991,  AMS  was  awarded  a five-year  indefinite  quantity 
specialized  information  resources  management  studies  contract 
with  the  Department  of  Education  to  provide  specialized  studies 
and  consulting  services  in  areas  such  as  debt  collection,  financial 
controls,  and  technology  assessment. 

• In  March  1991,  AMS  was  awarded  a three-year  indefinite 
quantity  contract  to  provide  management  analysis  services  to  the 
Department  of  Housing  and  Urban  Development  (HUD),  with 
particular  emphasis  in  the  areas  of  financial  management  and 
internal  controls. 

• Also  in  1991,  AMS  won  competitive  task  orders  to  provide 
program  management  support  for  the  implementation  of  the 
HUD  Integrated  Information  Processing  Service  (HUPS),  and,  as 
a subcontractor,  to  provide  technical  consulting  services  for  the 
Internal  Revenue  Service  Tax  System  Modernization  program. 
Both  of  these  task  orders  were  awarded  under  the  auspices  of  the 
GSA  Office  of  Technical  Assistance. 

Since  February  1991,  AMS  has  won  several  multimillion-dollar 

contracts  with  defense  and  international  clients: 

• In  April  1992,  AMS  was  awarded  a five-year,  $57  million  contract 
from  the  U.S.  Navy  to  continue  supplying  strategic  maintenance 
planning  and  engineering  support  services. 

• For  the  International  Telecommunications  Satellite  Organization 
(INTELSAT),  AMS  signed  two  contracts  totalling  $3  million  to 
move  two  critical  administrative  systems  from  a mainframe  to  a 
distributed  environment. 
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• AMS  signed  a $3.6  million  contract  with  the  Navy  to  pursue  the 
Navy's  Advanced  Industrial  Management  (AIM)  program.  AMS 
is  performing  systems  engineering  and  independent  verification 
and  validation  (IV&V)  to  define  organizational  requirements, 
process  improvements,  and  automation  requirements  to 
implement  the  AIM  program. 

State  and  Local  Government/Education: 

AMS  provides  systems  integration  services,  application  solutions, 
and  professional  services  to  state  and  local  governments,  local 
school  districts,  and  colleges  and  universities.  Services  and 
application  revenues  from  this  market  reached  $53.5  million  in 
1991,  a 9%  increase  over  $49.0  million  in  1990. 

Services  and  applications  are  marketed  to  state  and  local 
governments  and  local  education  agencies  for  financial,  human 
resources,  and  tax  management  applications.  Recent  contracts  were 
received  from  the  state  of  New  Jersey,  the  state  of  New  Mexico, 
Kansas  City  (MO),  Durham  County  (NC),  and  Savannah-Chatham 

(GA)  Public  Schools,  the  state  of  Alabama,  the  state  of  Colorado, 
Marin  County  (CA),  Maricopa  County  (AZ),  Palm  Beach  County 

(FL) ,  Fulton  County  (GA),  Gwinnett  County  (GA),  Anne  Arundel 
County  (MD)  public  schools,  and  Anchorage  (AK)  public  schools. 

Systems  for  colleges  and  universities  focus  on  financial,  human 
resource,  student,  and  alumni  and  fund-raising  information 
management  systems. 

• During  1990,  major  AMS  LEGEND  series  administrative 
solution  implementations  began  for  Columbia  University,  the 
University  of  the  District  of  Columbia,  Harrisburg  Area 
Community  College,  and  the  University  of  Maryland-Baltimore 
County. 

AMS  also  provides  information  systems  consulting  and  custom 
systems  development  projects  for  certain  New  York  city  agencies, 
including  the  Transit  Authority  and  the  Department  of  Finance. 

Energy: 

AMS  provides  energy  applications  and  custom  system  development 
and  support  services  to  energy  companies  and  government.  Services 
and  application  revenues  from  this  market  were  $15.3  million  in 
1991,  a 42%  increase  over  $10.8  million  in  1990. 

• AMS  won  three  contracts  in  1991,  two  of  which  represent 
business  with  new  clients  that  was  not  anticipated. 
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Energy  applications  include  oil  and  gas  accounting  and  financial 
management  reporting,  revenue  accounting  and  distribution,  and 
property  accounting. 

Professional  services  provided  to  energy  clients  include  business 
consulting  to  help  clients  identify  profitable  areas  for  system 
development,  and  the  preparation  of  strategic  plans  for 
management  information  systems;  systems  development,  from 
initial  concept  definition  through  system  design,  development, 
implementation,  and  support;  and  technical  consulting  in  such  areas 
as  hardware  planning,  network  design,  operation  evaluations  and 
timing,  and  systems  software  support. 

AMS  continues  to  experience  significant  energy  business 
opportunities  in  Canada  and  the  U.S. 

Telecommunications: 

AMS  provides  professional  services  and  applications  to  large  local 
telephone  companies,  interexchange  carriers,  international  carriers, 
and  cellular  telephone  companies.  Services  and  application 
revenues  from  this  market  reached  $32.4  million  in  1991,  a 3% 
increase  over  $31.4  million  in  1990. 

• Revenues  grew  slower  than  expected  in  1991  because  four  major 
contracts  were  cancelled  or  cut  back,  three  for  budgetary  reasons 
and  one  because  of  a merger. 

Applications  (see  the  exhibit)  support  order  processing,  message 
processing,  billing,  accounts  receivable,  and  collections. 

AMS  has  implemented  versions  of  its  TieLine  applications  for 
companies  such  as  Pacific  Telecom,  U.S.  Sprint,  Alltel,  and  Alberta 
Government  Telephones. 

• AMS  and  Bell  Atlantic  announced  a marketing  and  operating 
agreement  whereby  both  companies  will  market  AMS's  TieLine 
applications  and  professional  consulting  services  in  selected 
international  countries. 

• In  June  1992,  AMS  announced  it  had  been  recently  selected  as 
the  application  developer  and  integrator  for  new  customer 
contact,  billing  and/or  message  processing  systems  for  Bell 
Atlantic,  Sprint  (Local  Telecommunications  Division),  Stentor 
(formerly  Telecom  Canada),  and  SNET  Cellular. 

In  October  1991,  AMS  and  NYNEX  Mobile  Communications 
Company  introduced  Mobile  2000,  a jointly  developed  customer 
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management  and  billing  system  for  the  cellular  telephone  industry. 
AMS  will  market  and  support  Mobile  2000  worldwide  and  provide 
professional  consulting  services. 

• AMS  is  implementing  Info2000,  a comprehensive  customer 
management  and  billing  system,  at  NYNEX  Mobile.  The  system 
is  the  foundation  for  Mobile  2000. 

Other  Market  Areas: 

AMS  has  completed  over  30  document  imaging  projects,  including 
systems  integration  and  studies.  AMS  has  implemented  large-scale 
imaging  solutions  using  hardware  supplied  by  IBM,  FileNet, 
LaserData,  and  other  vendors.  These  projects  have  been  performed 
for  government  agencies,  financial  services  and  insurance  firms, 
public  utilities,  hospitals,  and  transportation  companies. 

Since  1972,  AMS  has  provided  processing  services  to  dozens  of 
trade  associations  and  membership  organizations,  including  the 
Association  of  Flight  Attendants,  the  National  Alliance  of  Business, 
and  AARP.  Membership  accounting,  billing,  payroll,  and  related 
services  are  provided  via  the  Arlington  data  center. 

AMS  Systems  Integration  group  designs  and  develops  custom 
systems  to  support  competitive  business  strategies. 

Through  Data  Base  Management,  Inc.  (DBMI)  and  AMS 
Courseware  Developers  (AMSCD),  AMS  provides  consulting  and 
training  services  to  Fortune  500/50  industrial  companies,  banks  and 
insurance  companies,  and  government  agencies. 

• DBMI  specializes  in  the  design  and  development  of  applications 
systems  using  CASE  technologies  and  specialized  DB/DC 
software  such  as  IMS,  CICS,  DB2,  and  SQL.  DBMI  also 
provides  system  programming,  DA,  DBA,  and  JAD  technical 
support. 

• DBMI's  90-course  training  curriculum  uses  interactive  machine 
workshops  and  addresses  such  areas  as  CASE  (ADW,  lEW,  lEF, 
Excelerator,  APS,  and  CSP),  Systems  Analysis  and  Design,  DB2, 
SQL/DS,  IMS,  CICS,  ORACLE,  SAA,  Expert  Systems,  and 
Management  Training  for  IS  professionals. 

• AMSCD  specializes  in  the  development  of  custom  computer- 
based  training  (CBT)  to  enhance  the  performance  of  users  in 
large  organizations. 
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Industry  Markets  a three-year  summary  of  AMS's  source  of  revenue  follows: 

AMERICAN  MANAGEMENT  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

TARGET  MARKET 

1991 

1990 

1989 

Financial  services  institutions 

17% 

19% 

18% 

Federal  government  agencies 

and  aerospace  companies 

24% 

21% 

24% 

State  and  local  governments 

and  universities 

19% 

19% 

20% 

Energy  industry  clients 

5% 

4% 

5% 

Telecommunications  firms 

11% 

12% 

7% 

Other  corporate  clients 

11% 

11% 

11% 

Reimbursed  expenses 

13% 

14% 

15% 

TOTAL 

100% 

100% 

100% 

AMS  has  supplied  more  than  600  complex  systems  solutions  for  41 
of  the  50  largest  U.S.  banks;  all  top  ten  retail  banks;  four  of  the  top 
five  Canadian  banks;  five  of  the  10  largest  insurance  companies; 
four  of  the  five  largest  energy  firms;  100  federal  civilian  and  defense 
agencies;  more  than  50  of  the  Fortune  100;  over  200  state,  city,  and 
county  governments,  school  districts,  colleges  and  universities;  and 
telecommunications  carriers. 

AMS's  target  markets  for  its  products  and  services  include  the 
following: 

• The  300  largest  banks  and  other  large  financial  services  firms 

• Civilian  and  defense  government  agencies 

• The  350  largest  state  agencies  and  local  governments 

• The  250  largest  local  education  agencies 

• The  300  largest  colleges,  universities,  and  community  colleges 

• The  150  largest  energy  firms 

• Ten  of  the  20  largest  telecommunications  firms 

Geographic  Approximately  90%  of  AMS's  1991  revenue  was  derived  from  the 

Markets  U.S.  and  10%  from  international  sources. 

International  sales  (including  export  sales)  were  $24.4  million,  $17.1 
million,  and  $14.2  million  in  1991,  1990,  and  1989,  respectively. 
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Computer 
Hardware  and 
Software 


AMS  has  U.S.  offices  in  Alexandria,  Arlington,  Chesapeake,  and 
Richmond  (VA);  Boston  (MA);  Bremerton  (WA);  Chicago  (IL); 
Dallas  and  Houston  (TX);  Detroit  (MI);  Lakewood  (CO);  Los 
Angeles,  Port  Hueneme,  Redwood  City,  San  Diego,  Emeryville,  and 
San  Francisco  (CA);  Manchester  and  Wilton  (CT);  New  York 
(NY);  Portsmouth  (NH);  Roseland  (NJ);  and  Sarasota  (FL), 

International  offices  are  located  in  Belgium,  Germany  (2),  England, 
and  Canada  (3). 

Subsidiary  locations  are  as  follows: 

• AMS  Operations  Corporation,  Inc.  is  in  Lakewood  (CO). 

■ DBMI  and  AMSCD  are  headquartered  in  Manchester  (CT). 

• AMS  Management  Systems  Canada,  Inc.  is  in  Ottawa. 

Additional  Canadian  offices  are  in  Montreal  and  Toronto. 

• AMS  Management  Systems  Deutschland  GmbH  is  located  in 
Frankfurt  and  serves  as  the  European  headquarters. 

• AMS  Management  Systems  Europe,  S.A./  N.V.  is  in  Brussels, 
Belgium. 

• AMS  Management  Systems  U.K.  Limited  is  in  London. 


AMS  has  the  following  computers  installed  in  its  Arlington  data 
center: 

• 1 IBM  3090-500E,  MVS/ESA 

• 1 IBM  4381-R14,  VM/HPO,  VSE/ESA 

• 1 DEC  VAX  8650,  VMS 

• 1 DEC  VAX  11/785,  VMS 

• 2 DEC  PDP-11/70S 

• 2 DECsystem  2060s 

• 4 DECsystem  2065s 

AMS's  AMShare  network  is  used  internally  by  AMS  staff  in  support 
of  its  various  products  and  services. 

AMS  operates  its  own  data  communications  network  of  high-  and 
low-speed  telephone  lines,  in  addition  to  using  the  SprintNet  service 
with  DECsystem  2060s. 
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AMERICAN  MANAGEMENT  Charles  Rossotti,  Chairman 

SYSTEMS,  INC.  Public  Corporation,  OTC 

1777  North  Kent  Street  Total  Employees:  3,200 


Arlington,  VA  22209 
(703)  841-6000 

Total  Revenue,  Fiscal  Year  End 
12/31/90:  $261,929,000 

The  Company 

American  Management  Systems,  Inc.  (AMS),  founded  in  1970, 
provides  systems  integration,  consulting  professional  services, 
applications  software  products,  and  systems  operations  services  to 
many  of  the  country's  largest  corporations,  hundreds  of  city  and 
state  governments,  and  the  federal  government.  Since  1982,  AMS's 
marketing  has  focused  primarily  on  larger  financial  services  firms, 
federal  government  agencies,  state  and  local  governments,  colleges 
and  universities,  energy  industry  clients,  and  telecommunications 
companies. 

The  company's  strategy  is  to  offer  consulting  and  integration 
services,  AMS  productivity  tools,  and  packaged  proprietary 
applications  to  clients  in  certain  target  markets  and  to  maintain 
long-term  relationships  with  these  clients.  Eighty-eight  percent  of 
AMS's  1990  revenue  was  derived  from  clients  with  whom  AMS  had 
worked  in  1989,  and  54%  of  1990  revenue  was  derived  from  clients 
with  whom  AMS  had  worked  in  1986. 

In  September  1989,  IBM  acquired  a 10%  equity  interest  in  AMS  for 
approximately  $18  million. 

• IBM  and  AMS  also  entered  into  a multiyear  agreement  under 
which  AMS  will  work  on  the  development  of  application 
software  for  IBM.  Revenue  generated  from  work  performed  for 
IBM  was  approximately  $21.9  million  in  1990. 

• AMS  is  an  IBM  Business  Partner-Authorized  Industry 
Application  Specialist. 

• In  June  1991,  AMS  announced  support  for  IBM's  Image  and 
Records  Management  System  (IRM)  for  systems  integration 
services  (IRM  customization  and  installation)  and  integration  of 
IRM  with  AMS  applications  for  vertical  markets.  AMS  played  a 
key  role  in  developing  this  imaging  technology. 
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• In  August  1991,  AMS  was  announced  as  a participant  in  IBM's 
Cooperative  Software  Program  (CSP)  with  its  LEGEND  series 
of  administrative  applications  for  the  higher  education  market. 

During  1990,  AMS  expanded  its  international  presence  by 
establishing  a third  subsidiary  in  Europe.  International  subsidiaries 
are  now  located  in  Belgium,  Germany,  the  U.K.  and  Canada. 

Total  1990  revenue  reached  $261.9  million,  a 16%  increase  over 
1989  revenue  of  $225.3  million.  Net  income  to  common 
shareholders  rose  79%,  from  $5.8  million  in  1989  to  $10.4  million  in 
1990.  A five-year  financial  summary  follows: 


AMERICAN  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

1986 

CAGR 

Revenue 

• Percent  increase 

$261.9 

225.3 

$213.3 

$174.3 

$135.5 

18% 

from  previous  year 

16% 

6% 

22% 

29% 

21% 

Income  before  taxes 
• Percent  increase 

$19.2 

$9.5 

$10.5 

$13.0 

$10.1 

17% 

(decrease)  from 
previous  year 

102% 

(10%) 

(19%) 

29% 

55% 

• Gross  margin 

7% 

4% 

5% 

7% 

7% 

Net  income  to  common 
shareholders 

$10.4 

$5.8 

$7.4 

$7.6 

$5.2 

19% 

• Percent  increase 
(decrease)  from 
previous  year 

79% 

(22%) 

(3%) 

45% 

41% 

• Net  margin 

4% 

3% 

3% 

4% 

4% 

Earnings  per  common 
share 

$1.04 

$0.56 

$0.71 

$0.73 

$0.51 

20% 

• Percent  increase 
(decrease)  from 
previous  year 

86% 

(21%) 

(3%) 

43% 

38% 

Revenues  for  1990  increased  in  all  of  AMS'  target  markets,  except 
the  energy  market,  with  the  largest  percentage  increases  occurring 
in  the  telecommunications  and  financial  services  markets. 

• The  improvement  in  profit  margins  for  1990  reflects  the 
company's  continued  focus  on  more  profitable  target  markets 
and  more  productive  use  of  resources. 
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Revenue  for  the  nine  months  ending  September  30,  1991  reached 
$209.9  million,  a 11%  increase  over  $189.1  million  for  the  same 
period  in  1990.  Net  income  was  $7.5  million,  compared  to  $6.9 
million  for  the  same  period  a year  ago. 

• Services  and  applications  revenue  in  the  third  quarter  increased 
in  the  energy  (70%)  and  federal  government  agency  (23%) 
markets.  Revenues  from  financial  services  institutions  increased 
9%  mainly  because  of  growth  in  international  business. 

AMS'  current  marketing  is  focused  on  providing  a range  of 
consulting  systems  integration  services  for  certain  target  markets  as 
follows; 

• Financial  services  institutions:  AMS  provides  consulting  and 
applications  software  solutions  to  large  money  center  banks, 
regional  and  international  financial  institutions,  credit  granting 
organizations,  and  insurance  companies. 

• Federal  government  agencies:  AMS  provides  consulting,  systems 
operations,  and  system  development  and  implementation 
services  to  civilian  and  defense  agencies. 

• State  and  local  governments,  school  districts,  and  universities: 
AMS  provides  professional  services  and  strategic  applications  to 
city,  county,  and  state  and  provincial  governments:  local  school 
districts;  and  colleges  and  universities. 

• Energy  industry  clients:  AMS  provides  applications  and 
professional  services  to  large  energy  companies  and  federal  and 
state  agencies. 

• Telecommunications  firms:  AMS  provides  professional  services 
and  strategic  application  development  and  implementation 
services  to  large  local  telephone  companies,  interexchange 
carriers,  international  carriers,  and  cellular  telephone  companies. 

• Other;  AMS  provides  various  professional  services  for  large 
firms  in  other  industries. 

A five-year  summary  of  source  of  revenue  by  target  market  follows: 
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AMS 

REVENUE  BY  TARGET  MARKET 
($  millions) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

1986 

CAGR 

Services  and 
application  revenue 

Financial  services 
institutions 

$50.4 

$40.6 

$37.2 

$31.9 

$23.6 

21% 

- Percent  increase 
from  previous  year 

24% 

8% 

18% 

35% 

54% 

Federal  government 
agencies  and  aerospace 
companies 

$55.8 

$54.6 

$62.0 

$51.5 

$39.5 

9% 

- Percent  increase 
(decrease)  from 
previous  year 

2% 

(12%) 

(20%) 

30% 

23% 

State  and  local 
government  and 
universities 

$49.0 

$44.3 

$32.1 

$27.6 

$24.8 

19% 

- Percent  increase 
from  previous  year 

11% 

28% 

16% 

11% 

29% 

Energy  industry  clients 

$10.8 

$11.6 

$9.1 

$5.9 

$4.3 

26% 

- Percent  increase 
(decrease)  from 
previous  year 

(7%) 

27% 

54% 

37% 

(40%) 

T elecommunications 
firms 

$31.4 

$15.0 

$11.3 

$6.9 

$4.4 

63% 

- Percent  increase 
from  previous  year 

109% 

33% 

64% 

57% 

42% 

Other  corporate  clients 

$29.1 

$24.0 

$23.3 

$21.4 

$11.1 

27% 

- Percent  increase 
(decrease)  from 
previous  year 

21% 

3% 

9% 

93% 

(3%) 

Subtotal 

$2263 

$190.1 

$175.0 

$145.2 

$107.7 

Reimbursed  expenses 

$35.4 

$35.2 

$38.3 

$29.1 

$27.8 

TOTAL 

$261.9 

$225.3 

$213.3 

$174.3  1 

$135.5  I 

18% 

Major  competitors  by  markets  served  include  the  following: 

• Financial  services  institutions:  Systematics,  Fair  Isaac,  and  Shaw 

• Federal  government  agencies:  "Big  6"  accounting  firms  and 
various  systems  integrators 
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Key  Products  and 
Services 


• State  and  local  government/local  education  agencies:  KPMG 
and  D&B  Software 

• Colleges  and  universities:  D&B  Software  (Information 
Associates)  and  SCT 

• Energy  clients:  "Big  6"  accounting  firms 

• Telecommunications:  Cincinnati  Bell  Information  Systems  and 
Andersen  Consulting 


INPUT  estimates  AMS's  1990  revenue  was  derived  approximately 

as  follows: 

Systems  integration/ 
applications  solutions  70% 

Systems  operations  15% 

Professional  services  15% 

100% 

AMS  application/service  revenue  is  recognized  as  follows: 

• For  large  professional  services  contracts,  AMS  typically  contracts 
for  one  phase  (design,  development,  and  implementation)  at  a 
time.  No  contracts  are  subject  to  renegotiation. 

- AMS  generally  contracts  either  on  the  basis  of  reimbursement 
of  costs  plus  a fixed  fee,  a fixed  or  ceiling  price  for  each  phase, 
unit  rates  for  time  and  materials  used,  or  for  services  sold  at 
unit  prices.  In  most  cases,  AMS  receives  monthly  or  per- 
deliverable  progress  payments. 

- Most  of  AMS's  revenue  is  from  projects  performed  under  cost- 
plus  contracts,  or  under  fixed  or  ceiling-price  contracts  in 
which  AMS  recognizes  revenue  based  on  the  percent  of  work 
completed.  Many  of  AMS's  projects  require  six  or  more 
months  to  complete. 

- In  September  1990,  AMS  was  awarded  a license  by  the 
Carnegie  Mellon  University  Software  Engineering  Institute 
(SEI)  for  the  Software  Process  Assessment  methodology.  The 
license  enables  AMS  to  offer  software  assessment  as  an 
additional  service  to  its  clients. 

• Revenue  from  licenses  for  off-the-shelf  packaged  applications, 
for  which  delivery  has  occurred,  is  recorded  at  the  time  the 
contract  is  signed,  less  an  amount  approximately  equal  to  costs 
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required  to  complete  the  contract,  which  is  later  recognized  on  a 

percent-of-completion  basis. 

- AMS  is  committed  to  IBM's  AD/Cycle  application 
development  strategy  and  is  working  with  IBM  to  develop 
versions  of  its  application  software  products  for  IBM's  System 
Application  Architecture  (SAA). 

- AMS  has  made  a major  commitment  to  improving  the 
productivity  and  quality  of  its  work  for  clients  using  its  Life- 
cycle  Productivity  System  (LPS),  a proprietary  combination  of 
third-party  and  AMS-developed  applications.  The  LPS 
methodology  covers  all  the  areas  that  an  organization  needs  to 
establish  business  objectives,  to  identify  whether  application 
packages  or  other  reusable  applications  can  meet  most 
objectives,  and  to  determine  system  adaptations  to  meet 
specific  business  and  technical  needs. 

- LPS  also  includes  CORE  Foundation  Software  of  reusable 
code  modules.  TThis  facilitates  direct  integration  of  design  and 
implementation  phases. 

- Software  applications  available  from  AMS  are  presented  in 
the  exhibit. 

In  the  discussion  that  follows,  AMS's  products  and  services  will  be 
described  in  relation  to  the  company's  target  markets. 

Financial  Services: 

AMS  provides  management  consulting  and  system  development 
services,  as  well  as  several  packaged  applications  to  large 
international  banks  and  to  U.S.  money  center  and  regional  banks. 
Services  and  applications  revenues  from  this  segment  were  S50.3 
million  in  1990,  a 24%  increase  over  $40.6  million  in  1989. 

AMS  consultants  assist  in  all  phases  of  system  planning  and  project 
management,  including  strategic  systems  planning,  business  process 
redesign,  business-system  concept  definition,  software  evaluation, 
custom  system  design,  system  implementation,  packaged  system 
customization,  operations  and  efficiency  analysis,  and  training 
documentation. 

AMS  focuses  on  consumer  credit  management  and  global  wholesale 
processing  services. 
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EXHIBIT 

AMS  APPLICATION  SOFTWARE  PRODUCTS 


Product 

Number 

Description 

Operating 

Installed 

Environment 

Credit  Management 

CreditLine 

- Automated  Credit 
Application  Processing 
System  (AC APS) 

Customer  credit  application 
processing  system 

80 

IBM  370,  43XX, 
30XX,  93XX 

- BureauLink 

Credit  bureau  request  processing 

95 

IBM  370,  43XX, 
30XX,  93XX 

- Advanced  Consumer 
Lending  System  (ACLS) 

Loan  processing  system 

22 

IBM  370,  43XX, 
30XX 

- Computer  Assisted 
Collection  System  (CACS) 

Collection  management  system 

150 

IBM  System  38, 
370,  43XX,  30XX 

- CACSP/us 

CACS  with  windowing 

New 

IBM  3270 

Corporate  Banking 

Letter  of  Credit  System 
(LCS) 

Letter  of  credit,  reimbursement,  and 
banker's  acceptance  processing 

26 

IBM  43XX,  30XX 

Customer  Entry  System 
(CES) 

Customer  interface  to  LCS 

12 

IBM  43XX,  30XX 

Collection  Processing 
System  (CPS) 

Automation  for  clean  and 
documentary  collections 

16 

IBM  43XX,  30XX 

Corporate  Deposit  System 
(CDS) 

Corporate  demand  deposit 
accounting  system 

3 

IBM  43XX,  30XX 

Secured  Electronic 
Main  System  (SEMS) 

Bank  and  customer  message 
interface 

5 

IBM  43XX,  30XX 

Incoming  SWIFT  Automatic 
Capture  Interface  (ISAC) 

LCS  and  SWIFT  interface 

11 

IBM  43XX,  30XX 

TradeLine 

Letters-of-credit  and  collections 
processing  for  international  banks 

26 

IBM  30XX 

MicroTradeLine 

Graphical  user  interface  to 
TradeLine 

New 

IBM  PS/2,  3270, 
and  ES/9000S 

Energy  Systems 

Oil  and  Gas  Information 
System  (OGIS) 

Energy  accounting  and  financial 
control  system 

22 

IBM  370,  43XX, 
30XX;  DEC  VAX 

Revenue  Management 
System  (RMS) 

Oil/gas  revenue  management 
system 

5 

IBM  370,  43XX, 
30XX;  DEC  VAX 
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EXHIBIT  (CONT.) 

AMS  APPLICATION  SOFTWARE  PRODUCTS 


Product 

Number 

Description 

Operating 

Installed 

Environment 

Government  Systems 

Federal  Financial  System 
(FFS) 

Accounting  and  financial 
reporting  system 

24 

IBM  370,  43XX, 
30XX,  93XX; 
DEC  VAX 

Local  Government 
Financial  System  (LGFS) 

Accounting,  financial,  and  materials 
management  system 

121 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Government  Financial 
System  (GFS) 

Accounting,  financial,  and  materials 
management  system 

39 

IBM  390,  ES/9000 
Series;  DEC  VAX 

OASIS  Tax  Management 
System 

Property  valuation,  tax  accounting, 
and  management  system 

28 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Government  Human 
Resource  System 

Human  resources  system 

41 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Education  Systems 

Local  Education  Agency 
Financial  System  (LEAFS) 

Local  school  district  accounting, 
financial,  and  materials 
management  system 

11 

IBM  390,  ES/9000 
DEC  VAX  Series 

LEGEND  Series 

- College  and  University 
Financial  System 
(CUFS/LEGEND) 

Accounting  and  financial 
management  system 

100 

IBM  370/390, 
DEC  VAX 

- Student  Information  System 
(SIS/LEGEND) 

Admissions,  financial  aid, 
student  records,  and  student 
accounts  receivable  system 

15 

IBM  370/390, 
DEC  VAX 

- Human  Resource  System 
(HRS/LEGEND) 

Payroll/personnel,  applicant 
tracking,  benefits  management 

10 

IBM  370/390, 
DEC  VAX 

- Development  Management 
System  (DMS/LEGEND) 

Alumni  records  and  fundraising 
management  system 

3 

HP  3000;  IBM  370/ 
390 

Telecommunications 
Industry  Systems 

TieLine 
- CAMS 

Customer  contact  systems  for 
fixedwire  operators 
Customer  Account  Management 
System 

Message  Processing  System 
Service  Order  Management 

5 

IBM  370,  43XX, 
30XX 

-MPS 

-SOMS 

5 

1 

Mobile  2000 

Customer  management  and  billing 
system  for  wirefree  operators 

New 

IBM  370,  43XX 
30XX  1 
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• Each  application  can  be  installed  individually,  collectively,  or  in 
any  combination.  Optional  on-line  report  writer,  automated  call 
processing  functions,  and  LAN  computer-based  training  are  also 
available. 

• The  target  market  for  AMS  consumer  credit  management 
applications  is  organizations  that  extend  credit  to  consumers  and 
businesses,  including  financial  institutions,  retailers, 
telecommunications  firms,  government  agencies,  health  care 
providers,  and  utility  companies. 

• For  global  wholesale  processing  services,  the  target  market  is  the 
leading  U.S.  and  international  financial  institutions. 

Clients  include  American  Express,  AT&T,  Bank  of  America,  Bank 
of  Montreal,  and  Citibank. 

• In  March  1990,  AMS  and  First  Data  Resources  (FDR) 
announced  a joint  venture  to  provide  AMS  ACAPS  to  FDR 
customers.  FDR  has  integrated  ACAPS  into  FDR's  transaction 
processing  system. 

In  1991,  AMS's  origination  applications  (ACAPS  and  BureauLink) 
became  IBM  Cooperative  Software  Program  products,  and  are  now 
actively  marketed  by  the  IBM  Branch  Teams. 

Insurance: 

In  the  area  of  insurance,  AMS  specializes  in  operations 
reengineering  and  underwriting  systems  for  life  insurers.  The  firm 
served  as  integrator  for  Mutual  of  New  York's  CLUES  expert 
underwriting  system.  In  addition,  AMS  worked  with  Mutual  Benefit 
Life  in  developing  a new  business  environment. 

• AMS  has  been  exclusively  designated  as  "preferred  integration 
partner"  by  the  Lincoln  National  Corporation,  a vendor  of  expert 
underwriting  systems  to  the  life  insurance  Industry. 

• AMS  has  an  alliance  with  AlCorp,  a provider  of  expert  system 
development  software,  to  provide  training  and  consulting  services 
to  insurance  companies. 

Federal  Government: 

AMS  provides  professional  services,  processing,  and  systems 
operations  services  to  civilian  and  defense  agencies  of  the  federal 
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government.  Services  and  application  revenues  from  this  market 
were  $55.8  million  in  1990,  a 2%  increase  over  $54.6  million  in 
1989. 

Defense  Agencies;  Professional  services  are  provided  to  all  major 
Army,  Navy,  Air  Force,  and  Marine  Corps  organizations  in  the 
areas  of  information  systems  and  technology  applications;  logistics 
and  maintenance  engineering;  industrial  operations  improvements; 
total  quality  management  implementation  services;  and 
environmental  compliance. 

• Information  systems  work  includes  consulting  and  systems 
development  for  executive  decision  support  systems,  strategic 
systems  planning,  EDP  acquisitions,  support,  quality  assurance 
and  independent  verification  and  validation  (IV&V),  and  life- 
cycle  management  documentation  support.  Projects  include 
distributed  processing,  information  engineering/information 
systems  architectures,  the  installation  of  LANs  and  UNIX-based 
systems,  and  the  application  of  document  imaging  and  expert 
systems. 

• In  the  field  of  engineering  and  logistics  support  for  Navy  surface 
ships,  key  projects  include:  devising  new  maintenance 
procedures  based  on  condition  of  equipment,  employing 
automated  systems  for  test  and  diagnostic  functions,  and 
analyzing  tradeoffs  between  maintenance  priorities  and  available 
resources. 

• AMS  is  also  involved  in  projects  to  improve  headquarters  and 
field  logistics  management  functions,  including  the  development 
of  decision  models  and  performance  standards  for  maintenance, 
supply,  and  other  logistics  elements. 

• Both  total  quality  management  and  environment  monitoring  MIS 
represent  areas  of  growth  within  the  Department  of  Defense. 
AMS  is  actively  increasing  its  involvement  in  these  segments  and 
is  involved  in  several  major  projects  through  contracts  with  the 
Naval  shipyard  and  aviation  depots. 

Civilian  Agencies:  AMS  currently  provides  professional  services  to 
over  two  dozen  federal  civilian  agencies  under  various  basic 
ordering  agreements,  requirements-type  contracts,  and  ADP 
schedules.  AMS's  civilian  agencies  revenues  grew  by  30%  in  1990 
compared  to  the  prior  year.  Civilian  agencies  revenues  for  the  first 
half  of  1991  also  increased  30%  over  the  same  period  in  1990, 
despite  crossover  competition  from  defense  contractors  in  1990-91 
procurements. 
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• Services  span  the  full  system  development  life  cycle,  from 
systems  planning  and  technology  assessment,  through 
requirements  analysis,  design,  development,  and  implementation. 
AMS  also  performs  general  management  consulting  assignments, 
provides  quality  improvement  consulting  and  training,  and 
furnishes  independent  validation  and  verification  services. 

• Advanced  methodologies  applied  for  civilian  agencies  have 
included  Joint  Application  Design  (JAD)  techniques, 
information  engineering,  business  process  redesign,  and 
computer-assisted  software  engineering. 

• Key  technologies  include  multi-user  document  imaging  systems, 
expert  systems,  executive  information  systems,  distributed 
systems  featuring  relational  data  base  management  systems,  and 
large-scale  mainframe-based  transaction  processing  systems  for 
business  applications. 

• Areas  of  specialization  include  office  automation, 
telecommunications,  financial  accounting,  payroll-personnel, 
regulatory  operations,  and  administrative  applications. 

• Major  civilian  agency  clients  include  the  Environmental 
Protection  Agency;  the  General  Services  Administration;  the 
National  Science  Foundation,  and  the  Departments  of 
Agriculture,  Education,  State,  Transportation,  Veterans  Affairs, 
the  Treasury,  and  the  Interior. 

AMS's  Federal  Financial  System  (FFS),  a large-scale  financial 

accounting  application  for  federal  agencies,  has  been  implemented 

in  26  agencies. 

• Recent  extensions  to  the  FFS  product  line  include  a 
microcomputer-based  version  for  local  site  financial  accounting, 
the  development  of  a new  module  for  managing  relocation  and 
moving  expenses,  and  expanded  budget  preparation  capabilities. 

• New  FFS  clients  added  in  1991  include  the  Department  of 
Commerce's  Patent  and  Trademark  Office  (PTO)  and  the  U.S. 
Customs  Service,  a unit  of  the  Department  of  the  Treasury. 

• In  November  1990,  AMS  and  DEC  announced  they  would  jointly 
market  FFS  accounting  software  for  DEC  VAX  systems  to  the 
federal  government.  This  agreement  complemented  AMS's 
existing  DEC  Cooperative  Marketing  Program  (CMP) 
participation  in  the  state  and  local  government  and  education 
markets. 
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• AMS  and  Federal  Software  (Morgan  Hill,  CA)  have  agreed  to 
jointly  market  Federal  Software's  Travel  Manager  package  to 
federal  government  agencies.  Under  the  terms  of  the  agreement, 
AMS  will  develop  an  interface  program  that  will  transmit  travel- 
related  data  originated  in  Travel  Manager  to  FFS  for  processing. 
Travel  Manager  currently  has  over  10,000  users  in  more  than  45 
federal  organizations. 

• Federal  financial  management  reform  has  been  accelerated  by 
the  recent  passage  of  the  CFO  Act.  FSS,  available  through  a 
government-wide  schedule  contract,  is  well-positioned  for  future 
growth. 

AMS  provides  systems  operations  services  to  several  agencies, 
including  developing  and  operating  systems  customized  to  federal 
agency  requirements.  AMS  also  participates  in  the  GSA 
teleprocessing  services  program  under  which  agencies  can  purchase 
processing  services  from  information  services  vendors. 

Recent  contract  awards  include  the  following: 

• In  July  1991,  AMS  was  awarded  a seven-year,  $54  million 
contract  by  the  Department  of  the  Interior's  Minerals 
Management  Service  (MMS)  to  provide  facilities  management 
(systems  operations)  and  computer  software  development 
support  services  for  the  Royalty  Management  Program  located  in 
Lakewood  (CO). 

• In  mid-1991,  AMS  won  three  competitive  task  orders  valued  at 
over  $6  million  to  support  the  Federal  Aviation  Administration 
(FAA)  in  the  development  of  aviation  safety-related  information 
systems,  including  a large-scale  document  imaging  system 
supporting  airmen  and  aircraft  registration.  The  task  orders 
were  awarded  by  the  Volpe  National  Transportation  Systems 
Center  in  Boston  (MA). 

• In  March  1991,  AMS  was  awarded  a five-year  indefinite  quantity 
specialized  information  resources  management  studies  contract 
with  the  Department  of  Education  to  provide  specialized  studies 
and  consulting  services  in  areas  such  as  debt  collection,  financial 
controls,  and  technology  assessment. 

• In  March  1991,  AMS  was  awarded  a three-year  indefinite 
quantity  contract  to  provide  management  analysis  services  to  the 
Department  of  Housing  and  Urban  Development  (HUD),  with 
particular  emphasis  in  the  areas  of  financial  management  and 
internal  controls. 


Page  12  of  18 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


November  1991 


AMERICAN  MANAGEMENT  SYSTEMS,  INC. 


INPUT 


• Also  in  1991,  AMS  won  competitive  task  orders  to  provide 
program  management  support  for  the  implementation  of  the 
HUD  Integrated  Information  Processing  Service  (HUPS),  and,  as 
a subcontractor,  to  provide  technical  consulting  services  for  the 
Internal  Revenue  Service  Tax  System  Modernization  program. 
Both  these  task  orders  were  awarded  under  the  auspices  of  the 
GSA  Office  of  Technical  Assistance. 

Since  February  1991,  AMS  has  won  several  multimillion-dollar 
contracts  with  defense  and  international  clients: 

• For  the  International  Telecommunications  Satellite  Organization 
(INTELSAT),  AMS  signed  two  contracts  totalling  $3  million  to 
move  two  critical  administrative  systems  from  a mainframe  to  a 
distributed  environment. 

• AMS  signed  a $3.6  million  contract  with  the  Navy  to  pursue  the 
Navy's  Advanced  Industrial  Management  (AIM)  program.  AMS 
is  performing  systems  engineering  and  independent  verification 
and  validation  (IV&V)  to  define  organizational  requirements, 
process  improvements,  and  automation  requirements  to 
implement  the  AIM  program. 

• For  the  Czechoslovakian  Ministry  of  Foreign  Trade,  AMS  is 
assisting  the  Ministry  to  expand  its  trade  with  the  American  and 
European  communities.  AMS  will  assess  each  aspect  involved  in 
the  full  scale  implementation  of  a comprehensive  worldwide 
networked  Trade  and  Tariff  Information  System 

State  and  Local  Govemment/Education: 

AMS  provides  systems  integration  services,  applications  solutions, 
and  professional  services  to  state  and  local  governments,  local 
school  districts,  and  colleges  and  universities.  Services  and 
application  revenues  from  this  market  reached  $49.0  million  in 
1990,  an  11%  increase  over  $44.3  million  in  1989. 

Applications  are  marketed  to  state  and  local  governments  and  local 
education  agencies  for  financial,  human  resources,  and  tax 
management  applications.  Recent  contracts  were  received  from  the 
state  of  New  Jersey,  the  state  of  New  Mexico,  Kansas  City  (MO), 
Durham  County  (NC),  and  Savannah-Chatham  (GA)  Public 
Schools,  the  state  of  Alabama,  state  of  Colorado,  Marin  County 
(CA),  Maricopa  County  (AZ),  Palm  Beach  County  (FL),  Fulton 
County  (GA),  Gwinnett  County  (GA),  Anne  Arundel  County  (MD) 
public  schools,  and  Anchorage  (AK)  public  schools. 
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Applications  for  colleges  and  universities  focus  on  financial,  human 
resource  management,  student  information  management,  and 
alumni  and  fund-raising  activities. 

• During  1990,  major  AMS  LEGEND  series  administrative 
solution  implementations  began  for  Columbia  University,  the 
University  of  the  District  of  Columbia,  Harrisburg  Area 
Community  College,  and  the  University  of  Maryland-Baltimore 
County. 

AMS  also  provides  information  systems  consulting  and  custom 
systems  development  projects  for  certain  New  York  city  agencies, 
including  the  Transit  Authority  and  the  Department  of  Finance. 

Energy: 

AMS  provides  energy  applications  and  custom  system  development 
and  support  services  to  energy  companies  and  government.  Services 
and  application  revenues  from  this  market  were  $10.8  million,  a 7% 
decrease  from  $11.6  million  in  1989. 

• Energy  applications  include  oil  and  gas  accounting  and  financial 
management  reporting,  revenue  accounting  and  distribution,  and 
property  accounting. 

• Professional  services  provided  to  energy  clients  include  business 
consulting  to  help  clients  identify  profitable  areas  for  system 
development,  and  the  preparation  of  strategic  plans  for 
management  information  systems;  systems  development,  from 
initial  concept  definition,  through  system  design,  development, 
implementation,  and  support;  and  technical  consulting  in  such 
areas  as  hardware  planning,  network  design,  operation 
evaluations  and  timing,  and  systems  software  support. 

• AMS  continues  to  experience  significant  energy  business 
opportunities  in  Canada  and  the  U.S. 

Telecommunications: 

AMS  provides  professional  services  and  applications  to  large  local 
telephone  companies,  interexchange  carriers,  international  carriers, 
and  cellular  telephone  companies.  Services  and  application 
revenues  from  this  market  reached  $31.4  million  in  1990,  a 109% 
increase  over  $15.0  million  in  1989. 

• Applications  (see  the  exhibit)  support  order  processing,  message 
processing,  billing,  accounts  receivable,  and  collections. 
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• In  October  1991,  AMS  and  NYNEX  Mobile  Communications 
Company  introduced  Mobile  2000,  a jointly  developed  customer 
management  and  billing  system  for  the  cellular  telephone 
industry.  AMS  will  market  and  support  Mobile  2000  worldwide 
and  provide  professional  consulting  services. 

• AMS  is  implementing  Info2000,  a comprehensive  customer 
management  and  billing  system,  at  NYNEX  Mobile.  The  system 
is  the  foundation  for  Mobile  2000. 

AMS  has  implemented  versions  of  its  TieLine  applications  for 

companies  such  as  Pacific  Telecom,  U.S.  Sprint,  Alltel,  and  Alberta 

Government  Telephones. 

• AMS  and  Bell  Atlantic  announced  a marketing  and  operating 
agreement  whereby  both  companies  will  market  AMS's  TieLine 
applications  and  professional  consulting  services  in  selected 
international  countries. 

Other  application  and  service  market  areas  for  AMS  include  the 

following; 

• Since  1972  AMS  has  provided  processing  services  to  dozens  of 
trade  associations  and  membership  organizations,  including  the 
Association  of  Flight  Attendants,  the  National  Alliance  of 
Business,  and  AARP.  Membership  accounting,  billing,  payroll, 
and  related  services  are  provided  via  the  Arlington  data  center. 

■ AMS  Systems  Integration  group  designs  and  develops  custom 
systems  to  support  competitive  business  strategies. 

• Through  Data  Base  Management,  Inc.  (DBMI)  and  AMS 
Courseware  Developers  (AMSCD),  AMS  provides  consulting 
and  training  services  to  Fortune  500/50  industrial  companies, 
banks  and  insurance  companies,  and  government  agencies. 

- DBMI  specializes  in  design  and  development  of  applications 
systems  using  CASE  technologies  and  specialized  DB/DC 
software  such  as  IMS,  CICS,  DB2,  and  SQL.  DBMI  also 
provides  system  programming,  DA,  DBA,  and  JAD  technical 
support. 

- DBMI's  90-course  training  curriculum  uses  interactive 
machine  workshops  and  addresses  such  areas  as  CASE 
(ADW,  lEW,  lEF,  Excelerator,  APS,  CSP),  Systems  Analysis 
and  Design,  DB2,  SQL/DS,  IMS,  CICS,  ORACLE,  SAA, 
Expert  Systems,  and  Management  Training  for  IS 
professionals. 
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- AMSCD  specializes  in  the  development  of  custom  computer- 
based  training  (CBT)  to  enhance  the  performance  of  users  in 
large  organizations. 


Industry  Markets  A three-year  summary  of  AMS's  source  of  revenue  follows; 

AMERICAN  MANAGEMENT  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

TARGET  MARKET 

1990 

1989 

1988 

Financial  services  institutions 

19% 

18% 

18% 

Federal  government  agencies 
and  aerospace  companies 

21% 

24% 

29% 

State  and  local  governments 
and  universities 

19% 

20% 

15% 

Energy  industry  clients 

4% 

5% 

4% 

Telecommunications  firms 

12% 

7% 

5% 

Other  corporate  clients 

11% 

11% 

11% 

Reimbursed  expenses 

14% 

15% 

18% 

TOTAL 

100% 

100% 

100% 

AMS  has  completed  more  than  600  complex  systems  solutions  for 
41  of  the  50  largest  U.S.  banks;  all  top  ten  retail  banks;  four  of  the 
top  five  Canadian  banks;  five  of  the  10  largest  insurance  companies; 
four  of  the  five  largest  energy  firms;  100  federal  civilian  and  defense 
agencies;  more  than  50  of  the  Fortune  100;  over  200  state,  city,  and 
county  governments,  school  districts,  colleges  and  universities;  and 
telecommunications  carriers. 

AMS's  target  markets  for  its  products  and  services  include  the 
following: 

• The  300  largest  banks  and  other  larger  financial  services  firms 

• Civilian  and  defense  government  agencies 

• The  350  largest  state  agencies  and  local  governments 

• The  250  largest  local  education  agencies 

• The  300  largest  colleges,  universities,  and  community  colleges 

• The  150  largest  energy  firms 

• The  largest  telecommunications  firms 
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Geographic 

Markets 


Computer 
Hardware  and 
Software 


Approximately  93%  of  AMS's  1990  revenue  was  derived  from  the 
U.S.  and  7%  from  other  international  sources. 

International  sales  were  $15.8  million,  $14.2  million,  and  $13.5 
million  in  1990,  1989,  and  1988,  respectively. 

AMS  has  U.S.  offices  in  Alexandria,  Arlington,  Chesapeake,  and 
Richmond  (VA);  Boston  (MA);  Chicago  (IL);  Dallas  and  Houston 
(TX);  Detroit  (MI);  Lakewood  (CO);  Los  Angeles,  Redwood  City, 
Port  Hueneme,  San  Diego,  Emeryville,  and  San  Francisco  (CA); 
New  York  (NY);  Roseland  (NJ);  Manchester  and  Wilton  (CT);  and 
Sarasota  (FL). 

International  offices  are  located  in  Belgium,  Germany,  England, 
and  Canada  (3). 

Subsidiary  locations  are  as  follows: 

• AMS  Operations  Corporation,  Inc.  is  in  Lakewood  (CO). 

• DBMI  and  AMSCD  are  headquartered  in  Manchester  (CT). 

• AMS  Management  Systems  Canada,  Inc.  is  in  Ottawa. 

Additional  Canadian  offices  are  in  Montreal  and  Toronto. 

• AMS  Management  Systems  Deutschland  GmbH  is  located  in 
Frankfurt  and  serves  as  European  headquarters. 

• AMS  Management  Systems  Europe,  S.A./  N.V.  is  in  Brussels, 
Belgium. 

• AMS  Management  Systems  U.K.  Limited  is  in  London. 


AMS  has  the  following  computers  installed  in  its  Arlington  data 
center: 

• 1 IBM  3090-500E,  MVS/XA 

• 1IBM4381-R14 

• 1 DEC  VAX  8650,  VMS 

• 1 DEC  VAX  11/785,  VMS 

• 2DECPDP-11/70S 

• 2 DECsystem  2060s 

• 4 DECsystem  2065s 
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AMS's  AMShare  network  is  used  internally  by  AMS  staff  in  support 
of  its  various  products  and  services. 

AMS  operates  its  own  data  communications  network  of  high-  and 
low-speed  telephone  lines,  in  addition  to  using  the  SprintNet  service 
with  DECsystem  2060s. 


Page  18  of  13 


Copyright  1991  by  INPUT.  Reproduction  Prohibited 


November  1991 


COMPANY  PROFILE 


AMERICAN  MANAGEMENT  Charles  Rossotti,  Chairman 

SYSTEMS,  INC.  Public  Corporation,  OTC 

1777  North  Kent  Street  Total  Employees:  2,900  (1 1 /90) 

Arlington,  VA  22209  Total  Revenue,  Fiscal  Year  End 


(703)  841-6000 

12/31/89:  $225,303,000 

The  Company 

American  Management  Systems,  Inc.,  (AMS),  founded  in  1970, 
provides  systems  integration,  professional  services,  systems 
operations,  and  applications  software  products.  Since  1982,  AMS' 
marketing  has  focused  primarily  on  larger  financial  services  firms, 
federal  government  agencies,  state  and  local  governments, 
colleges  and  universities,  energy  industry  clients,  and 
telecommunications  companies.  Since  its  inception,  AMS  has 
completed  more  than  600  complex  system  (custom  and  packaged) 
installations  in  its  target  markets. 

The  company's  strategy  is  to  provide  a combination  of  professional 
and  integration  services,  AMS  productivity  tools,  and  packaged 
proprietary  application  software  to  clients  in  certain  target 
markets  and  to  maintain  long-term  relationships  with  its  clients. 
Eighty-eight  percent  of  AMS'  1989  revenue  was  derived  from 
clients  with  whom  AMS  had  worked  in  1988,  and  50%  of  1989 
revenue  was  derived  from  clients  with  whom  AMS  had  worked  in 
1985. 

In  September  1989,  IBM  acquired  a 10%  equity  interest  in  AMS 
for  approximately  $18  million.  IBM  and  AMS  also  entered  into  a 
multiyear  agreement  under  which  AMS  will  work  on  the 
development  of  application  software  for  IBM.  AMS  is  an  IBM 
Business  Partner-Authorized  Industry  Application  Specialist. 

During  1989,  AMS  expanded  its  international  presence  by 
establishing  two  new  overseas  subsidiaries  in  continental  Europe 
and  the  U.K.  European  offices  now  opened  in  Frankfurt,  Brussels, 
and  London.  AMS'  subsidiary  in  Canada  was  established  in  1986. 

Total  1989  revenue  reached  $225.3  million,  a 6%  increase  over 
1988  revenue  of  $213.3  million.  Net  income  to  common 
shareholders  dropped  22%  from  $7.4  million  in  1988  to  $5.8 
million  in  1989.  A five-year  financial  summary  follows: 
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AMERICAN  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

$225.3 

$213.3 

$174.3 

$135.5 

$112.2 

19% 

• Percent  increase 
from  previous  year 

6% 

22% 

29% 

21% 

16% 

Income  before  taxes 

$9.5 

$10.5 

$13.0 

$10.1 

$6.5 

10% 

• Percent  increase 
(decrease)  from 
previous  year 

(10%) 

(19%) 

29% 

55% 

35% 

• Gross  margin 

4% 

5% 

7% 

7% 

6% 

Net  income  to  common 
shareholders 

$5.8 

$7.4 

$7.6 

$5.2 

$3.7 

12% 

• Percent  increase 
(decrease)  from 
previous  year 

(22%) 

(3%) 

45% 

41% 

31% 

• Net  margin 

3% 

3% 

4% 

4% 

3% 

Earnings  per  common 
share 

$0.56 

$0.71 

$0.73 

$0.51 

$0.37 

11% 

• Percent  increase 
(decrease)  from 
previous  year 

(21%) 

(3%) 

43% 

38% 

32% 

Declines  in  net  income  for  1989  were  mainly  attributed  to  a 
decline  in  revenues  with  federal  agencies,  and  increases  in 
overhead  expenses  for  product  support,  marketing,  and  staff 
development. 

Revenue  for  the  nine  months  ending  September  30,  1990  reached 
$189.1  million,  a 15%  increase  over  $164.1  million  for  the  same 
period  in  1989.  Net  income  to  common  shareholders  was  $5.7 
million  compared  to  $1.8  million  for  the  same  period  a year  ago. 

• The  third  quarter  continue  AMS's  strong  turnaround  in  margins 
that  began  in  the  fourth  quarter  of  1989.  Revenues  in  key 
markets,  including  telecommunications,  financial  services,  and 
state  and  local  governments  and  universities,  showed 
substantial  increases. 
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Acquisitions/divestitures  made  by  AMS  include  the  following: 

• In  August  1990,  AMS  acquired  a 10%  equity  interest  in 
Advantage  KBS,  Inc.  (AOS),  an  Edison  (NJ)-based  consulting 
company  specializing  in  knowledge-based  systems.  AMS  and 
AKBS  will  jointly  market  expert  systems  consulting  and  systems 
integration  services  to  major  insurance  companies. 

• During  1989,  AMS  sold  its  micrographics  business  to  Computer 
Microfilm  Corporation,  and  also  agreed  to  sell  its  summons 
processing  operations.  These  businesses  contributed 
approximately  $4  million  to  AMS'  1989  revenue. 

AMS'  current  marketing  is  focused  on  providing  a range  of  systems 

integration  projects  for  certain  target  markets  - large  organizations 

in  specific  industries  - as  follows: 

• Financial  services  institutions:  AMS  provides  professional 
services  and  applications  software  solutions  to  large  money 
center  banks,  regional  and  international  financial  institutions, 
and  credit  granting  organizations. 

• Federal  government  agencies:  AMS  provides  professional 
services,  facilities  management,  and  processing  services  to 
civilian  and  defense  agencies. 

• State  and  local  governments,  school  districts,  and  universities: 
AMS  provides  applications  software  products  and  professional 
services  to  city,  county,  and  state  and  provincial  governments; 
local  school  districts;  and  colleges  and  universities. 

• Energy  industry  clients:  AMS  provides  software  products  and 
professional  services  to  large  energy  companies  and  federal  and 
state  agencies. 

• Telecommunications  firms:  AMS  provides  professional  services 
and  applications  software  products  to  large  local  telephone 
companies,  interexchange  carriers,  international  carriers,  and 
cellular  telephone  companies. 

• Other:  AMS  provides  various  professional  services  for  large 
firms  in  other  industries. 

A five-year  summary  of  source  of  revenue  by  target  market 

follows: 
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AMS 

REVENUE  BY  TARGET  MARKET 
($  millions) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Services  and  products 
revenue 

Financial  services 
institutions 

$40.6 

$37.2 

$31.9 

$23.6 

$15.3 

21.5% 

• Percent  increase 
from  previous  year 

8% 

18% 

35% 

54% 

42% 

Federai  government 
agencies  and  aerospace 
companies 

$54.6 

$62.0 

$51.5 

$39.5 

$32.2 

11.1% 

• Percent  increase 
(decrease)  from 
previous  year 

(12%) 

(20%) 

30% 

23% 

40% 

State  and  locai 
government  and 
universities 

$44.3 

$32.1 

$27.6 

$24.8 

$19.2 

18.2% 

• Percent  increase 
from  previous  year 

28% 

16% 

11% 

29% 

35% 

Energy  industry  clients 

$11.6 

$9.1 

$5.9 

$4.3 

$7.2 

10.0% 

• Percent  increase 
(decrease)  from 
previous  year 

27% 

54% 

37% 

(40%) 

(40%) 

T elecommunications 
firms 

$15.0 

$11.3 

$6.9 

$4.4 

$3.1 

20.0% 

• Percent  increase 
from  previous  year 

33% 

64% 

57% 

42% 

5% 

Other  corporate  ciients 

$24.0 

$23.3 

$21.4 

$11.1 

$11.4 

16.1% 

• Percent  increase 
(decrease)  from 
previous  year 

Subtotal 

3% 

9% 

93% 

(3%) 

(16%) 

$1OT 

$175:0 

$145:2 

$Tot7 

$8a4 

Reimbursed  expenses 

$35.2 

$38.3 

$29.1 

$27.8 

$23.8 

TOTAL 

$225.3 

$213.3 

$174.3 

$135.5 

$112.2 

15% 

Major  competitors  by  markets  served  include  the  following: 

• Financial  services  institutions:  Systematics,  Software  Alliance, 
and  Complex  Systems 
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• Federal  government  agencies:  "Big  6"  accounting  firms 

• State  and  local  government:  KPMG  and  D&B  Software 

• Energy  clients:  "Big  6"  accounting  firms 

• Telecommunications:  Cincinnati  Bell  Information  Systems  and 
Andersen  Consulting 


Key  Products  and  INPUT  estimates  AMS's  1989  revenue  was  derived  approximately 
Services  as  follows: 


Systems  integration  (includes 

application  software) 

70% 

Systems  operations 

15% 

Professional  services 

15% 

100% 

AMS  product/service  revenue  is  recognized  as  follows: 

• For  large  professional  services  contracts,  AMS  typically 
contracts  for  one  phase  (design,  development,  and 
implementation)  at  a time.  No  contracts  are  subject  to 
renegotiation. 

- AMS  generally  contracts  either  on  the  basis  of 
reimbursement  of  costs  plus  a fixed  fee,  a fixed  or  ceiling 
price  for  each  phase,  unit  rates  for  time  and  materials  used, 
or  for  services  sold  at  unit  prices.  In  most  cases,  AMS 
receives  monthly  or  per  deliverable  progress  payments. 

- Most  of  AMS's  revenue  is  from  projects  performed  under 
cost  plus  contracts,  or  under  fixed  or  ceiling  price  contracts 
in  which  AMS  recognizes  revenue  based  on  the  percent  of 
work  completed.  Many  of  AMS’s  projects  require  six  or 
more  months  to  complete. 

- In  September  1990,  AMS  was  awarded  a license  by  the 
Carnegie  Mellon  University  Software  Engineering  Institute 
(SEI)  for  the  Software  Process  Assessment  methodology. 

The  license  enables  AMS  to  offer  software  assessment  as  an 
additional  service  to  its  clients. 

• Revenue  from  licenses  for  "off-the-shelf  packaged  software,  for 
which  delivery  has  occurred,  is  recorded  at  the  time  the  contract 
is  signed,  less  an  amount  approximately  equal  to  costs  required 
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to  complete  the  contract  which  is  later  recognized  on  a percent 

of  completion  basis. 

- In  September  1989,  AMS  announced  its  commitment  to 
IBM's  AD/Cycle  application  development  strategy.  AMS  is 
working  with  IBM  to  develop  versions  of  its  application 
software  products  for  IBM's  System  Application  Architecture 
(SAA). 

- AMS  has  made  a major  commitment  to  improving  the 
productivity  and  quality  of  its  work  for  clients  using  its  Life- 
cycle  Productivity  System  (LPS),  a proprietary  combination 
of  third-party  and  AMS-developed  software.  LPS  includes 
tools  to  address  all  phases  of  the  life-cycle,  including 
strategic  systems  planning,  system  design,  system 
implementation,  and  system  maintenance,  as  well  as  life- 
cycle  project  management. 

- LPS  also  includes  AMS  CORE  Foundation  Software  of 
reusable  code  modules.  This  allows  direct  integration  of 
design  and  implementation  phases  through  the  use  of  LPS 
and  CORE. 

- Software  packages  available  from  AMS  are  presented  in  the 
exhibit. 

In  the  discussion  that  follows,  AMS's  products  and  services  will  be 
described  in  relation  to  the  company's  target  markets. 

Financial  Services: 

AMS  provides  professional  services  and  application  software 
solutions  to  over  175  financial  industry  clients.  AMS  specializes  in 
corporate  and  international  banking,  consumer  credit 
management,  and  bank  management  information  systems. 

Services  and  products  revenues  from  this  segment  were  $40.6 
million  in  1989,  a 9%  increase  over  $37.2  in  1988. 

CreditLine,  AMS's  credit  management  software,  supports  all 
phases  of  credit  operations,  from  initial  application  processing, 
through  servicing  and  accounting,  to  collections.  The  products  are 
summarized  in  the  exhibit. 
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EXHIBIT 

AMS  APPUCATION  SOFTWARE  PRODUCTS 


Product 

Description 

Number 

instalied 

Operating 

Environment 

Credit  Management 
Systems 

CreditLine  Series 

- Automated  Credit  Application 
Processing  System  (ACAPS) 

Customer  credit  appiication 
processing  system 

70 

iBM  370,  43XX, 
30XX,  93XX 

- BureauLink 

Credit  bureau  request  processing 

80 

IBM  370,  43XX, 
30XX,  93XX 

- Advanced  Consumer 
Lending  System  (ACLS) 

Loan  processing  system 

20 

IBM  370,  43XX, 
30XX 

- Computer  Assisted 
Coiiection  System  (CACS) 

Coiiection  management  system 

200 

IBM  System  38, 
370,  43XX,  30XX 

Corporate  Banking  Systems 

Letter  of  Credit  System 
(LCS) 

Letter  of  credit,  reimbursement,  and 
banker's  acceptance  processing 

26 

IBM  43XX,  30XX 

Customer  Entry  System 
(CES) 

Customer  interface  to  LCS 

12 

IBM  43XX,  30XX 

Coiiection  Processing 
System  (CPS) 

Automation  for  ciean  and 
documentary  coiiections 

16 

IBM  43XX,  30XX 

Corporate  Deposit  System 
(CDS) 

Corporate  demand  deposit 
accounting  system 

3 

IBM  43XX,  30XX 

Secured  Eiectronic 
Main  System  (SEMS) 

Bank  and  customer  message 
interface 

5 

IBM  43XX,  30XX 

Incoming  SWIFT  Automatic 
Capture  interface  (iSAC) 

LCS  and  SWIFT  interface 

11 

IBM  43XX,  30XX 
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EXHIBIT  (CONT.) 

AMS  APPLICATION  SOFTWARE  PRODUCTS 


Government  Systems 

Federal  Financial  System 
(FFS) 

Accounting  and  financial 
reporting  system 

16 

IBM  370,  43XX. 
30XX,  93XX; 
DEC  VAX 

Local  Government 
Financial  System  (LGFS) 

Accounting,  financial,  and  materials 
management  system 

121 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Government  Financial 
System  (GFS) 

Accounting,  financial,  and  materials 
reporting  system 

33 

IBM  390,  ES/9000 
Series;  DEC  VAX 

OASIS  Tax  Management 
System 

Property  valuation,  accounting,  and 
management  system 

28 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Government  Human 
Resource  System 

Human  resource  system 

34 

IBM  390,  ES/9000 
Series;  DEC  VAX 

Education  Systems 

Local  Education  Agency 
Financial  System  (LEAFS) 

Local  school  district  accounting, 
financial,  and  materials  management 
system 

8 

Series; 

IBM  390,  ES/9000 
DEC  VAX 

LEGEND  Series 

- College  and  University 
Financial  System 
(CUFS/LEGEND) 

Accounting  and  financial 
management  system 

80 

IBM  390,  DEC  VAX 

- Student  Information  System 
(SIS/LEGEND) 

Admissions,  financiai  aid, 
student  records,  and  student 
account  receivable  system 

13 

IBM  390,  DEC  VAX 

- Human  Resource  System 
(HRS/LEGEND) 

Payroll/personnel,  applicant 
tracking,  benefits  management  systerr 

3 

IBM  390,  DEC  VAX 

- Development  Management 
System  (DMS/LEGEND) 

Alumni  records  and  fundraising 
management  system 

3 

HP  3000;  IBM  390 

Energy  Systems 

Oil  and  Gas  Information 
System  (OGIS) 

Energy  accounting  and  financial 
control  system 

22 

IBM  370,  43XX, 
30XX;  DEC  VAX 

Revenue  Management 
System  (RMS) 

Oil/gas  revenue  management 
system 

5 

IBM  370,  43XX, 
30XX;  DEC  VAX 

T elecommunications 
Industry  Systems 

TieLine 

Customer  Account  Management 
System 

Message  Processing  System 
Service  order  management 

3 

3 

IBM  370,  43XX, 
30XX 
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• Each  product  can  be  installed  individually,  collectively,  or  in 
any  combination.  Optional  on-line  report  writer  and  automated 
call  processing  functions  are  also  available. 

• The  target  market  is  organizations  that  extend  credit  to 
consumers  and  businesses,  including  financial  institutions, 
retailers,  telecommunications  firms,  government  agencies, 
health  care  providers,  and  utility  companies. 

• In  March  1990,  AMS  and  First  Data  Resources  (FDR) 
announced  a joint  venture  to  provide  AMS  ACAPS  software 
product  to  FDR  customers.  FDR  has  integrated  ACAPS  into 
its  transaction  processing  system. 

AMS  also  provides  professional  services  and  application  software 

to  large  international  banks  and  to  U.S.  money  center  and  regional 

banks. 

• AMS  provides  professional  services  in  all  phases  of  system 
planning  and  project  management,  including  software 
evaluation,  custom  system  design,  system  implementation, 
packaged  system  customization,  operations  and  efficiency 
analysis,  and  training  documentation. 

• The  company  focuses  on:  international  trade  services, 
corporate  cash  management,  and  corporate  management 
performance  reporting.  AMS's  application  packages  for 
corporate  banking  systems  are  listed  in  Exhibit  A. 

• AMS  currently  has  a customer  base  of  63  international  financial 
institutions. 

AMS's  revenues  from  insurance  companies  increased  by  more 

than  50%  during  1989. 

• AMS  specializes  in  new  business  processing  and  underwriting 
systems  for  life  insurers.  The  firm  served  as  integrator  for 
Mutual  of  New  York's  CLUES  expert  underwriting  system.  In 
addition,  AMS  worked  with  Mutual  Benefit  Life  in  developing 
a new  business  environment. 

• AMS  has  been  exclusively  designated  as  "preferred  integration 
partner"  by  the  Lincoln  National  Corporation,  a vendor  of 
expert  underwriting  systems  to  the  life  insurance  industry. 

Federal  Government: 

AMS  provides  professional  services,  processing,  and  systems 
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operations  services  to  civilian  and  defense  agencies  of  the  federal 
government.  Services  and  product  revenues  from  this  segment 
were  $54.6  million  in  1989,  a 12%  decrease  from  $62.0  million  in 
1988. 

Defense  Agencies:  Professional  services  are  provided  to  a variety 
of  agencies  in  the  Army,  Navy,  Air  Force,  and  Marine  Corps  in  the 
areas  of  information  systems;  high  technology  logistics  and 
maintenance  engineering;  weapons  systems  acquisition;  and 
military  command,  control,  communications,  and  intelligence 
(C?I). 

• Information  systems  work  includes  consulting  and  systems 
development  for  administrative  systems,  strategic  systems 
planning,  EDP  acquisitions,  support,  quality  assurance  and 
independent  verification  and  validation  (IV&V),  and  life-cycle 
management  documentation  support.  Projects  include  micro- 
mainframe architectures,  the  installation  of  departmental 
systems  in  a UNIX-based  environment,  and  the  use  of  artificial 
intelligence  and  expert  systems. 

• In  the  field  of  engineering  and  logistics  support  for  ships, 
aircraft,  and  major  new  weapons  systems,  key  projects  include: 
devising  new  maintenance  procedures  based  on  assessment  of 
equipment  reliability,  employing  automated  systems  for  test  and 
diagnostic  functions,  and  linldng  inventory  systems  to 
requirements  of  the  weapons  systems  they  support. 

• AMS  is  also  involved  in  projects  to  improve  headquarters  and 
field  logistics  management  fonctions,  including  the 
development  of  decision  models  and  performance  standards  for 
maintenance,  supply,  and  other  logistics  elements. 

• Weapons  systems  acquisition  and  C^I  represent  areas  for 
continued  growth  within  the  Department  of  Defense.  AMS  is 
actively  increasing  its  involvement  in  these  segments  and  is 
involved  in  several  major  projects  through  prime  contractors 
including  GTE,  McDonnell  Douglas,  Westinghouse,  and 
General  Dynamics. 

• AMS  Technical  Systems,  Inc.,  formed  by  AMS  in  1984,  is  a 
subsidiary  dedicated  to  obtaining  long-term  contracts  with 
defense  clients. 

Civilian  Agencies:  Professional  services  provided  to  civilian 
agencies  have  included  the  use  of  document  image  technology, 
local-area  networks,  advanced  data  base  management  systems. 
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micro-mainframe  architectures,  and  expert  and  decision  support 
systems. 

• Services  provided  range  from  information  planning  and 
technology  assessment,  through  the  detailed  design  and 
implementation  of  systems. 

• Areas  of  specialization  include  office  automation  and 
communications,  expert  and  decision  support  systems,  financial 
and  cash  management  systems,  payroll/personnel  systems,and 
operations  management. 

• AMS  is  performing  various  professional  services  for  the 
Department  of  Education,  the  Veterans  Administration,  the 
U.S.  Department  of  Agriculture,  U.S.  Treasury,  the 
Environmental  Protection  Agency,  and  the  National  Science 
Foundations. 

AMS's  Federal  Financial  System,  a large-scale  financial 
accounting  package  for  federal  agencies,  has  been  implemented  in 
16  agencies. 

AMS  provides  systems  operations  services  to  several  agencies, 
including  developing  and  operating  systems  customized  to  federal 
agency  requirements.  AMS  also  participates  in  the  GSA 
Teleprocessing  Services  Program  under  which  U.S.  government 
agencies  and  departments  can  purchase  processing  services  from 
private  information  services  vendors. 

Recent  contract  announcements  include  the  following: 

• In  September  1990,  AMS  was  awarded  three  separate  multi- 
million dollar  contracts  in  the  defense  area: 

- For  the  Department  of  the  Army,  AMS  is  subcontracting 
with  Computer  Sciences  Corporation  to  develop  a Reserve 
Component  Automation  System  (RCAS).  The  first-year  $3 
million  fly-off  against  Boeing  Computer  Services  offers  the 
potential  of  a $20  million  follow-on  contract.  This  project 
will  Involve  developing  RCAS  system  design,  furnishing 
related  hardware  and  software,  and  developing  and 
deploying  the  total  information  system. 

- AMS  was  awarded  a five-year,  $1  million  contract  by  the 
Defense  Supply  Service-Washington  to  provide  ADP 
technical  support  services  for  the  maintenance  and 
enhancement  of  the  Army  Decision  Support  Management 
Information  System. 
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- AMS  signed  a $5.5  million  Blanket  Ordering  Agreement 
with  Tennessee  Valley  Authority  to  provide  consulting 
services  to  government  agencies.  This  contract  covers 
consulting,  technical,  and  engineering  services  in  addition  to 
other  technology  related  work.  One  initiative  already 
underway  is  the  design  and  development  of  the  Advanced 
Planning  and  Packaging  System. 

• In  March  1990,  AMS  received  a $7.5  million  contract  to  provide 
systems  development  support  to  the  U.S.  Navy's  Submarine 
Monitoring,  Maintenance,  and  Support  Office.  AMS  will  help 
to  upgrade  a computer  applications  network  in  the  area  of 
maintenance  requirements  tracking,  performance  monitoring, 
and  financial  data  systems. 

• In  September  1989,  AMS  was  awarded  a four-year,  $17.5 
million  contract  by  the  Environmental  Protection  Agency 
(EPA)  to  provide  management,  consulting,  and  technical 
assistance  services  in  the  areas  of  coastal,  ocean,  and  estuarine 
environment  protection. 

• In  June  1989,  AMS  was  awarded  two  contracts  valued  at  $21.5 
million  by  the  EPA  to  provide  consulting  and  technical 
assistance  services  in  the  areas  of  information  management  and 
resources  management. 

State  and  Local  Govemment/Education: 

AMS  provides  systems  integration/application  software  and 
professional  services  to  state  and  local  governments,  local  school 
districts,  and  colleges  and  universities.  Services  and  products 
revenues  from  this  segment  reached  $44.3  million  in  1989,  a 28% 
increase  over  $32.1  million  for  1988. 

Software  products  are  marketed  to  state  and  local  governments 
and  local  education  agencies  for  financial  management  and  human 
resources  applications.  Recent  contracts  were  received  from  the 
state  of  Alabama,  state  of  Colorado,  Marin  County  (CA), 

Maricopa  County  (AZ),  Palm  Beach  County  (FL),  Fulton  County 
(GA),  Gwinnett  County  (GA),  Anne  Arundel  County  (MD)  public 
schools,  and  Anchorage  (AK)  public  schools. 

Products  for  colleges  and  universities  focus  on  financial,  human 
resource  management,  student  information  management,  and 
alumni  and  fund  raising  activities. 

• During  1990,  the  AMS  Student  Information  System 
(SIS/LEGENT)  went  into  production  at  Miami  University 
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(OH)  and  at  the  University  of  Nevada  system.  More  than  a 
dozen  LEGEND  software  implementations  were  begun, 
including  projects  for  the  university  of  Arkansas,  Wayne  State 
University,  and  Concordia  University  (Montreal). 

AMS  also  provides  information  systems  consulting  and  custom 
systems  development  projects  for  certain  New  York  city  agencies, 
including  the  Transit  Authority  and  the  Department  of  Finance. 

Energy: 

AMS  provides  energy  application  software  products  and  custom 
system  development  and  support  services  to  energy  companies  and 
govenunent.  Services  and  products  revenues  from  this  segment 
were  $11.6  million  in  1989,  a 21%  increase  over  $9.1  million 
reported  in  1988. 

• Energy  application  software  products  include  systems  oil  and 
gas  accounting  and  financial  management  reporting,  revenue 
accounting  and  distribution,  and  property  accounting. 

• Professional  services  provided  to  energy  clients  include  business 
consulting  to  help  clients  identify  profitable  areas  for  system 
development,  and  the  preparation  of  strategic  plans  for 
management  information  systems;  systems  development,  from 
initial  concept  definition,  through  system  design,  development, 
implementation,  and  support;  and  technical  consulting  in  such 
areas  as  hardware  planning,  network  design,  operation 
evaluations  and  timing,  and  systems  software  support. 

• AMS  continues  to  experience  significant  energy  business 
opportunities  in  both  Canada  and  the  U.S. 

Telecommunications: 

AMS  provides  professional  services  and  software  products  to  large 
local  telephone  companies,  interexchange  carriers,  international 
carriers,  and  cellular  telephone  companies.  Services  and  products 
revenues  from  this  segment  reached  $15.0  million  in  1989,  a 33% 
increase  over  1988  revenue  of  $11.3  million. 

• Software  packages  (see  the  exhibit)  support  order  processing, 
message  processing,  billing,  accounts  receivable,  and 
collections. 

AMS  has  implemented  versions  of  it  TieLine  products  for  Pacific 
Telecom,  U.S.  Sprint,  Alltel,  and  Alberta  Government 
Telephones. 
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Recent  contract  awards  include  the  following: 

• In  July  1990,  AMS  was  named  the  strategic  systems  integrator 
and  applications  developer  for  Rochester  Telephone 
Corporation's  new  customer  information  system. 

• In  February  1990,  AMS  was  awarded  a contract  by  Contel 
Corporation  to  develop  an  automated  message  processing 
billing  system  based  on  AMS's  TieLine  family  of  products. 

Other  product  and  service  market  areas  for  AMS  include  the 

following: 

• Since  1972  AMS  has  provided  processing  services  to  dozens  of 
trade  associations  and  membership  organizations,  including  the 
Association  of  Flight  Attendants,  the  National  Alliance  of 
Business,  and  AARP.  Membership  accounting,  billing,  payroll, 
and  related  services  are  provided  via  the  Arlington  data  center. 

• AMS  Strategic  Information  Systems  group  designs  and  develops 
custom  systems  to  support  competitive  business  strategies. 

• Through  Data  Base  Management,  Inc.  (DBMI)  and  AMS 
Courseware  Developers  (AMSCD),  AMS  provides  consulting 
and  training  services  to  Fortune  500/50  industrial  companies, 
banks  and  insurance  companies,  and  government  agencies. 

- DBMI  specializes  in  design  and  development  of  applications 
systems  using  CASE  technologies  and  specialized  DB/DC 
software  such  as  IMS,  CICS,  DB2,  and  SQL.  DBMI  also 
provides  system  programming,  DA,  DBA  and  JAD  technical 
support. 

- DBMI's  90-course  training  curriculum  uses  interactive 
machine  workshops  and  addresses  such  areas  as  CASE 
(lEW,  lEF,  Excelerator,  APS,  CSP),  Systems  Analysis  and 
Design,  DB2,  SQL/DS,  IMS,  CICS,  ORACLE,  SAA  Expert 
Systems,  and  Management  Training  for  IS  professionals. 

- AMSCD  specializes  in  the  development  of  custom  computer- 
based  training  (CBT)  to  enhance  the  performance  of  users 
in  large  organizations.  AMSCD  also  provides  packaged 
courseware  in  SQL  application  programming  and  QMF. 


A three-year  summary  of  AMS's  source  of  service  and  product 
revenue  follows: 
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AMERICAN  MANAGEMENT  SYSTEMS,  INC. 

THREE-YEAR  SUMMARY,  SOURCE  OF  SERVICES  AND  PRODUCTS  REVENUE 


FISCAL  YEAR 

INDUSTRY 

1989 

1988 

1987 

Financial  services  institutions 

21% 

21% 

22% 

Federal  government  agencies 
and  aerospace  companies 

29% 

36% 

35% 

State  and  local  governments 
and  universities 

23% 

19% 

19% 

Energy  industry  ciients 

6% 

5% 

4% 

Telecommunications  firms 

8% 

6% 

5% 

Other  corporate  clients 

13% 

13% 

15% 

TOTAL 

100% 

100% 

100% 

During  1989,  clients  included  86  federal  agencies,  four  agencies  of 
the  City  of  New  York,  40  of  the  50  largest  U.S.  banks,  and  five  of 
the  10  largest  insurance  companies. 

Including  reimbursed  expenses,  revenue  from  the  U.S.  government 
was  $68.7  million  in  1989,  $80.7  million  in  1988,  and  $73.5  million 
in  1987. 

AMS's  target  markets  for  its  products  and  services  include  the 
following: 

• The  300  largest  banks  and  other  larger  financial  services  firms 

• Civilian  and  defense  government  agencies 

• The  350  largest  state  agencies  and  local  governments 

• The  300  largest  colleges  and  universities 

• The  150  largest  energy  firms 

• The  largest  telecommunications  firms 

Geographic  Approximately  93%  of  AMS's  1989  revenue  was  derived  from  the 

Markets  U.S.,  5%  from  Canada,  and  2%  from  other  international  sources. 

AMS  has  U.S.  offices  in  Alexandria,  Arlington,  Chesapeake,  and 
Richmond  (VA);  Cambridge  (MA);  Chicago  (IL);  Dallas  and 
Houston  (T^);  Detroit  (MI);  Lakewood  (CO);  Los  Angeles, 
Redwood  City,  Port  Hueneme,  San  Diego,  and  San  Francisco 
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(CA);  New  York  (NY);  Roseland  (NJ);  Manchester  and  Wilton 
(CT);  Sarasota  (FL);  St.  Louis  (MO);  and  St.  Paul  (MN). 

• International  offices  are  located  in  Belgium,  Germany, 
England,  and  Canada  (3). 

Subsidiary  locations  are  as  follows: 

• AMS  Operations  Corporation,  Inc.  is  located  in  Lakewood 
(CO). 

• AMS  Technical  Systems,  Inc.  is  located  in  Arlington  (VA). 

• AMS  Management  Systems  Canada,  Inc.  is  located  in  Ottawa. 
Its  subsidiary,  Loecus  Informatics,  is  also  located  in  Ottawa. 

• DBMI  and  AMSCD  are  headquartered  in  Manchester  (CT). 

• AMS  Management  Systems  Canada,  Inc.  is  located  in  Ottawa. 

• AMS  Management  Systems  Deutschland  GmbH  is  located  in 
Frankfurt. 

• AMS  Management  Systems  Europe,  S.A.,  N.V.  is  located  in 
Brussels,  Belgium. 

• AMS  Management  Systems  U.K.  Limited  is  located  in  London. 


AMS  has  the  following  computers  installed  in  its  Arlington  data 
center: 


• 1IBM3090-500E,  MVS/XA 

• 1IBM4381-R14 

• 1 DEC  VAX  8650,  VMS 

• 1 DEC  VAX  11/785,  VMS 

• 2DECPDP-11/70S 

• 2 DECsystem  2060s 

• 4 DECsystem  2065s 

AMS's  AMShare  network  is  used  internally  by  AMS  staff  in 
support  of  its  various  products  and  services. 

AMS  operates  its  own  data  communications  network  of  high-  and 
low-speed  telephone  lines,  in  addition  to  using  the  SprintNet 
service  with  DECsystem  2060s. 
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SYSTEMS,  INC. 

1 1ll  North  Kent  Street 
Arlington,  VA  22209 
(703)  841-6000 


Charles  Rossotti,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  2,200 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $174,308,000 


The  Company  American  Management  Systems,  Inc.  (AMS),  founded  in  1970, 

provides  professional  services,  application  software,  and 
processing  and  micrographics  services.  Since  1982,  AMS's 
marketing  has  focused  primarily  on  larger  financial  services  firms, 
federal  government  agencies,  state  and  local  governments, 
colleges  and  universities,  energy  industry  clients,  and 
telecommunications  companies. 

The  company's  strategy  is  to  provide  a combination  of  professional 
services,  AMS  productivity  tools,  and  packaged  proprietary 
application  software  to  clients  in  certain  target  markets  and  to 
maintain  long-term  relationships  with  its  clients.  Eighty-three 
percent  of  AMS's  1987  revenue  was  derived  from  clients  with 
whom  AMS  had  worked  in  1986  and  53%  of  1987  revenue  was 
derived  from  clients  with  whom  AMS  had  worked  in  1984. 

1987  total  revenue  reached  $174.3  million,  a 29%  increase  over 
1986  revenue  of  $135.5  million.  Net  income  rose  45%,  from  $5.2 
million  in  1986  to  nearly  $7.6  million  in  1987.  A five-year  financial 
summary  follows: 
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AMERICAN  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

1984 

1983 

Revenue 

• Percent  increase 

$174,308 

$135,521 

$112,217 

$97,006 

$79,196 

from  previous  year 

29% 

21% 

16% 

22% 

14% 

Income  before  taxes 
• Percent  increase 

$13,045 

$10,133 

$6,536 

$4,830 

$3,832 

from  previous  year 

29% 

55% 

35% 

26% 

270% 

Net  income 
• Percent  increase 

$7,582 

$5,231 

$3,720 

$2,841 

$2,012 

from  previous  year 

45% 

41% 

31% 

41% 

285% 

Earnings  per  share  (a) 
* Percent  increase 

$0.73 

$0.51 

$0.37 

$0.28 

$0.20 

from  previous  year 

43% 

38% 

32% 

40% 

282% 

(a)  Restated  to  reflect  a 2-for-1  stock  split  effective  June  10,  1987. 


AMS's  marketing  is  focused  on  providing  a range  of  related 
services  and  products  to  certain  target  markets-large 
organizations  in  specific  industries~as  follows: 

• Financial  services  institutions:  AMS  provides  professional 
services  and  application  software  products  to  money  center 
banks,  major  regional  banks,  insurance  companies,  and  other 
large  financial  services  firms. 

• Federal  government  agencies  and  aerospace  companies:  AMS 
provides  professional  services,  facilities  management,  and 
processing  services  to  civilian  and  defense  agencies. 

• State  and  local  governments,  school  districts,  and  universities: 
AMS  provides  application  software  products  and  professional 
services  to  city,  county,  and  state  and  provincial  governments, 
local  school  districts,  and  colleges  and  universities. 

• Energy  industry  clients:  AMS  provides  software  products  and 
professional  services  to  large  energy  companies  and  federal  and 
state  agencies. 

Telecommunications  firms:  AMS  provides  professional  services 
and  application  software  products  to  telephone  companies. 
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interexchange  carriers,  international  carriers,  electronic  mail 
providers,  and  cellular  telephone  companies. 

• Other:  AMS  provides  various  professional  services  and 
processing  for  large  firms  in  other  industries. 

A three-year  summary  of  source  of  revenue  by  target  market 
follows: 


AMS 

REVENUE  BY  TARGET  MARKET 
($  thousands) 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

Services  and  products  revenue 

• Financial  services 

institutions 

$31,857 

$23,605 

$15,323 

- Percent  increase 
from  previous  year 

35% 

54% 

42% 

• Federal  government  agencies 

and  aerospace  companies 

$51,542 

$39,516 

$32,227 

- Percent  increase 
from  previous  year 

30% 

23% 

40% 

• State  and  local 

government/universities 

$27,578 

$24,831 

$19,177 

- Percent  increase 
from  previous  year 

11% 

29% 

35% 

• Energy  industry  clients 

$5,876 

$4,339 

$7,249 

- Percent  increase 
(decrease)  from 
previous  year 

35% 

(40%) 

(40%) 

• Telecommunications  firms 

$6,873 

$4,389 

$3,098 

- Percent  increase 
from  previous  year 

57% 

42% 

5% 

• Other  corporate  clients 

$21,445 

$11,056 

$11,377 

- Percent  increase 
(decrease)  from 
previous  year 

94% 

(3%) 

(16%) 

Subtotal 

$145,171 

$107,736 

$88,451 

Reimbursed  expenses 

$29,137 

$27,785 

$23,766 

TOTAL 

$174,308 

$135,521 

$112,217 

Revenues  increased  during  1987  in  all  of  AMS's  markets,  with  the 
largest  increases  occuring  in  the  telecommunications,  financial 
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services,  and  ener^  target  markets,  and  with  the  business  done  for 
other  corporate  clients.  Revenue  growth  was  also  partly  attributed 
to  the  acquisition  of  Data  Base  Management,  Inc.  (DBMI)  in 
December  1986. 

• DBMI  and  its  division.  The  Courseware  Developers  (TCD), 
provide  consulting  and  educational  services.  DBMI  now 
operates  as  a wholly  owned  subsidiary  of  AMS. 

The  increase  in  net  income  was  attributed  to  increases  in  income 
from  operations  and  reduced  income  tax  expenses. 

Revenue  for  the  three  months  ending  March  31,  1988  reached 
approximately  $50.1  million,  a 31%  increase  over  $38.1  million  for 
the  same  period  in  1987.  Net  income  for  the  period  was  $946,000, 
compared  to  $1.1  million  for  the  same  period  a year  ago. 

• Revenue  growth  occurred  in  all  of  AMS’s  target  markets  and 
was  exceptionally  strong  with  energy  clients, 
telecommunications  firms,  and  federal  government  agencies. 

• Profit  margins  were  low  during  the  quarter,  as  the  company 
experienced  some  difficulty  coping  with  the  rapid  growth  in 
certain  areas  over  the  last  six  to  nine  months. 

Recent  acquisitions  made  by  AMS  include  the  following: 

In  February  1988  AMS  acquired  Loecus  Informatics,  Inc.,  an 
Ottawa-based  provider  of  various  professional  services, 
including  strategic  systems  planning,  information  center 
management  and  organization,  systems  engineering, 
information  systems  research,  and  computer  systems  training 

- The  Loecus  client  base  includes  over  30  departments  and 
agencies  of  the  federal,  provincial,  and  local  government, 
Canadian  air  carriers,  and  high  tech  manufacturing  firms. 

- Loecus  now  operates  as  a subsidiary  of  AMS  Management 
Systems  Canada. 

• In  November  1987  AMS  acquired  Technica  of  Princeton  (NJ). 
Technica  provides  credit  decision  models  used  by  consumer 
credit  grantors  to  make  credit  decisions. 

- The  acquisition  represents  an  expansion  of  AMS's  consumer 
credit  management  business.  In  August  1986  AMS  acquired 
the  BANKSERV  product  line  of  Anacomp,  integrating  it 
into  its  existing  credit  management  software  business. 
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In  February  1988  AMS  announced  that  it  had  been  selected  by 
IBM  to  participate  in  its  Industry  Marketing  Assistance  Program 
(IMAP).  AMS  will  assist  in  the  marketing  and  installation  of 
IBM's  DB2,  SQL,  and  CSP  products. 

Major  competitors  by  markets  served  include  the  following: 

• Financial  services  institutions:  Hogan  Systems  and  Computer 
Associates. 

• Federal  government  agencies:  "Big  8"  accounting  firms. 

• State  and  local  government:  Peat,  Marwick,  Main  & Co.  and 
Management  Science  America. 

• Energy  clients:  "Big  8"  accounting  firms. 

• Telecommunications:  Cincinnati  Bell  Information  Systems. 


Key  Products  and  Approximately  66%  of  AMS's  1987  revenue  was  derived  from 
Services  professional  services  and  processing  services,  and  34%  from 

application  software  products  (including  product  installation  fees). 
A three-year  summary  of  source  of  revenue,  as  provided  by  AMS, 
follows: 


AMS 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1987 

1986 

1985 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Professional  and 
processing  services 

$114.6 

66% 

$91.2 

67% 

$77.1 

69% 

Software  products 

59.7 

34% 

44.3 

33% 

35.1 

31% 

TOTAL 

$174.3 

100% 

$135.5 

100% 

$112.2 

100% 

AMS  product/service  revenue  is  recognized  as  follows: 

• For  large  professional  services  contracts,  AMS  typically 
contracts  for  one  phase  (design,  development,  and 
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implementation)  at  a time.  AMS  generally  contracts  either  on 
the  basis  of  reimbursement  of  costs  plus  a fixed  fee,  a fixed  or 
ceiling  price  for  each  phase,  unit  rates  for  time  and  materials 
used,  or  for  services  sold  at  unit  prices.  In  most  cases,  AMS 
receives  monthly  or  per  deliverable  progress  payments.  Most  of 
AMS's  revenue  is  from  projects  performed  under  cost  plus 
contracts,  or  under  time  and  materials  or  fixed  price  contracts 
in  which  AMS  recognizes  revenue  based  on  the  percent  of  work 
complete.  Many  of  AMS's  projects  require  six  or  more  months 
to  complete. 

• Revenue  from  licenses  for  "off-the-shelf  packaged  software  is 
recorded  at  the  time  the  contract  is  signed,  less  an  amount 
approximate  to  costs  required  to  complete  the  contract  which  is 
later  recognized  on  a percent  of  completion  basis. 

- Software  packages  available  from  AMS  are  presented  in 
Exhibit  A. 

- AMS  has  made  a major  commitment  to  improving  the 
productivity  and  quality  of  its  work  for  clients  using  its  Life- 
cycle  Productivity  System  (LPS),  a proprietary  combination 
of  third-party  and  AMS-developed  software.  LPS  includes 
tools  to  address  all  phases  of  the  life-cycle,  including 
strategic  systems  planning,  system  design,  system 
implementation,  and  system  maintenance,  as  well  as  life- 
cycle  project  management. 

- LPS  also  includes  AMS's  CORE  Foundation  Software  of 
reusable  code  modules.  This  allows  direct  integration  of 
design  and  implementation  phases  through  the  use  of  LPS 
and  CORE. 

• Revenue  from  computer  processing  services  is  recorded  on  the 
basis  of  usage  at  scheduled  prices  per  unit  of  production,  or  the 
contract  minimum  monthly  charge,  whichever  is  greater.  A 
profile  of  the  applications  available  on  AMS's  network  (called 
AMShare)  is  presented  in  Exhibit  B. 

AMS  targets  its  products  and  services  to  larger  financial  services 
firms,  federal  government  agencies,  state  and  local  governments, 
colleges  and  universities,  telecommunications  firms,  and  energy 
clients.  In  the  discussion  that  follows,  AMS's  professional  services, 
processing  services,  and  software  products  will  be  described  in 
relation  to  these  target  markets. 
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EXHIBIT  A 

AMS  APPLICATION  SOFTWARE  PRODUCTS 


Product 

Description 

Number 

Installed 

Operating 

Environment 

Credit  Management 
Systems 

CreditLine  Series 

- Automated  Credit  Application 
Processing  System  (ACAPS) 

Customer  credit  application 
processing  system. 

11 

IBM  370,  43XX, 
30XX,  93XX 

- Credit  Card  Accounting 
System 

Multi-card  accounting  and 
processing  system. 

60 

IBM  System  38, 
370,  43XX,  30XX 

- BureauLink 

Credit  bureau  request  processing. 

22 

IBM  370,  43XX, 
30XX,  93XX 

- Advanced  Consumer 
Lending  System  (ACLS) 

Consumer  loan  processing  system. 

Available 
Spring  1988 

IBM  370,  43XX, 
30XX 

- Computer  Assisted 
Collection  System  (CACS) 

Collection  management  system. 

66 

IBM  System  38, 
370,  43XX,  30XX; 
Wang  VS; 
Tandem  NonStop 

Corporate  Banking  Systems 

- Letter  of  Credit  System 
(LCS) 

Letter  of  credit,  reimbursement,  and 
banker's  acceptance  processing. 

14 

IBM  43XX,  30XX 

- Customer  Entry  System 
(CES) 

Customer  interface  to  LCS. 

12 

IBM  43XX,  30XX 

- Collection  Processing 
System  (CPS) 

Automation  for  clean  and 
documentary  collections. 

13 

IBM  43XX,  30XX 

- Corporate  Deposit  System 
(CDS) 

Corporate  demand  deposit 
accounting. 

3 

IBM  43XX,  30XX 

- Relationship  Management 
System  (RMS) 

Account  analysis,  service  charge 
billing,  and  profitability  reporting. 

4 

IBM  43XX,  30XX 

- Secured  Electronic 
Mail  System  (SEMS) 

Bank  and  customer  message 
interface. 

5 

IBM  43XX,  30XX 

- Incoming  SWIFT  Automatic 
Capture  Interface  (ISAC) 

LCS  and  SWIFT  interface. 

5 

IBM  43XX,  30XX 

(cont.) 
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EXHIBIT  A (cont.) 

AMS  APPLICATION  SOFTWARE  PRODUCTS 


Government  Systems 

- Federal  Financial  System 

(FFS) 

- Local  Government 

Financial  System  <LGFS) 

- Government  Financial 

System  (GFS) 

- On-Line  Appraisal  and 

Statistical  information 
System  (OASIS) 

- Ticket  Revenue  and 

Activity  Control  System 

- Government  Human 

Resource  System 

Accounting  and  financial 
reporting  system. 

Accounting  and  financial 
management  system. 

Accounting  and  financial 
reporting  system. 

Property  valuation,  taxation,  and 
information  system. 

Parking  ticket,  tracking/collection 
system. 

Human  resource  system. 

10 

121 

28 

Avaiiable 
Spring  1988 
Under 

development 

IBM  370,  43XX, 
30XX,  93XX; 
DEC  VAX 
IBM  370,  43XX, 
30XX,  93XX; 
DEC  VAX 
IBM  370,  43XX, 
30XX,  93XX; 
DEC  VAX 
IBM  370,  43XX, 
30XX,  93XX; 
Unisys  3000 
IBM  370,  43XX, 

IBM  370,  43XX, 
30XX 

Education  Systems 

- Local  Education  Agency 
Financial  System  (LEAFS) 

Local  school  district 
financial  management  system. 

4 

IBM  370,  43XX, 
30XX,  93XX; 
DEC  VAX 

- College  and  University 
Financial  System  (CUFS) 

Accounting  and  financial 
management  system. 

52 

IBM  370,  43XX, 
30XX,  93XX; 
DEC  VAX;  CDC 
CYBER  180 

- Development  Information 
System. 

Fundraising  management  system. 

3 

HP  3000;  IBM 
43XX,  30XX, 

- Student  Information  System 

Admissions,  financial  aid, 
student  records,  and  student 
accounts  receivables. 

2 

IBM  370,  43XX, 
30XX,  93XX 

Energy  Systems 

- Oil  and  Gas  Information 
System  (OGIS) 

Energy  accounting  and  financial 
control  system. 

N/A 

IBM  370,  43XX, 
30XX;  DEC 
PDP-1 1 /70,  VAX; 

- Revenue  Management 
System  (RMS) 

Oil/gas  revenue  management 
system. 

N/A 

Wang  VS 
IBM  370,  43XX, 
30XX;  DEC 
PDP-1 1/70.  VAX; 
Wang  VS 

T elecommunications 
Industry  Systems 

- TieLine 

Customer  billing. 

Message  processing. 
Service  order  management. 

2 

3 

In  design 

IBM  370,  43XX, 
30XX 

- CABS  PLUS 

Carrier  access  billing. 

2 

IBM  370,  43XX, 
30XX 
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EXHIBIT  B 

AMS'S  AMSHARE  NETWORK  SERVICE  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

Operating  Environment 

Distribution 

- IBM  3090-300E,  MVS/XA 

- IBM  4341  /4381  OS,  MVS,  JES2 

Mathematics  and  Statistics 

- IBM  4341,  VM,  DOS/VSE,  CMS,  CICS 

-SPSS 

- DEC  System  2060,  VMS 

-SAS 

- DEC  PDP-1 1 , RSX-1 1 M,  RSX-1 1 M PLUS 

- EMPIRE 

- DEC  VAX  8650,  VMS 

-DEC  VAX  11/785,  VMS 

Decision  Support 

- STRATEGM 

Programming  Languages  Supported 

- FORTRAN 

Graphics 

- COBOL 

- DISSPl^ 

- PASCAL 

-TELL-A-GRAF 

- WYLBUR 

- BASIC 

Project  Management 

- MACRO 

- PROJECT/2 

- BLISS 

-SLIM 

- APLSF 

-LISP 

Text  Retrieval/Word  Processing 

- SNOBOL 

-MUSE 

- FLECS 

-WORD  II 

-SDPL 

- WORDPERFECT 

Data  Management  Software 

Computer  Driven  Laser  Printer 

- ADABAS 

- XEROX  9790s 

- DATACOM 

-DB2 

Computer  Output  Microfilm 

- FOCUS 

-IDMS 

On-Line  Transaction  Processing 

- IMS  DB/DC 

Financial  Applications 

- CFMS  (Comprehensive  Financial 

Management  System) 

- AIMS  (Association  Information 

Management  System) 
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AMS  provides  professional  services  and  application  software 
products  to  over  175  financial  services  industry  clients.  Services 
and  products  revenues  from  this  segment  were  $31.9  million  in 
1987,  a 35%  increase  over  $23.6  million  for  1986. 

• AMS  offers  the  CreditLine  Series  of  credit  management 
software  that  supports  all  phases  of  credit  operations,  from 
initial  application  processing,  through  servicing  and  accounting, 
to  collections.  Each  system  can  be  installed  individually, 
collectively,  or  in  any  combination  to  address  evolving  support 
requirements.  Marketed  to  organizations  that  extend  credit  to 
consumers  and  businesses,  including  financial  institutions, 
retailers,  telecommunications  firms,  government  agencies, 
health  care  providers,  and  utility  companies,  the  CreditLine 
series  includes  the  following  systems: 

- The  Automated  Credit  Application  Processing  System 
(ACAPS)  in  an  on-line  system  that  supports  the  application 
process  from  initial  data  entry  and  screening  through 
investigation  credit  analysis,  credit  decision,  follow-up,  and 
account  setup. 

• ACAPS  features  automated  credit  scoring  and  credit 
bureau  retrieval.  Easily  maintained  parameter  tables 
allow  authorized  management  users  to  control 
processing  flow  and  to  enforce  overall  credit  policy. 

• First  introduced  in  1984,  there  are  now  10  ACAPS 
systems  licensed  to  support  credit  card  and  loan 
processing  in  both  financial  and  retail  organizations. 

- The  Credit  Card  Accounting  System  is  a multi-card 
accounting  and  on-line  processing  system  designed  to  help 
banks  manage  transaction  card  business. 

- BureauLink,  introduced  in  1986,  is  a CPU-to-CPU  interface 
to  the  five  major  U.S.  and  three  Canadian  credit  bureaus. 
Providing  organizations  with  rapid,  on-line  access  to 
complete  credit  bureau  reports,  BureauLink  integrates  with 
the  CreditLine  credit  application  processing  package,  or  can 
be  installed  as  a standalone  system  or  in  conjunction  with 
other  new  account  processing  software.  In  addition, 
BureauLink  can  be  coupled  with  the  CreditLine  on-line 
collections  processing  system  to  provide  collectors  access  to 
a current  credit  history  of  delinquent  accountholders. 

- The  Advanced  Consumer  Lending  System  (ACLS)  is  a 
consumer  lending  system  that  supports  open  and  closed  end. 
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fixed  and  floating  rate,  secured  and  unsecured  consumer 
loans. 

• In  addition  to  standard  consumer  loans,  ACLS  processes 
student  loans,  small  business  loans,  and  charged-off 
loans.  ACLS  supports  any  type  of  repayment  schedule, 
including  loans  that  change  from  revolving  to  closed-end, 
after  a specific  period  of  time. 

• ACLS  is  scheduled  for  installation  in  the  first  client  sites 
during  the  spring  of  1988. 

- The  Computer  Assisted  Collection  System  (CACS) 
automates  the  scheduling,  assignment,  and  distribution  of 
collection  work. 

• CACS  provides  users  with  on-line  access  to  current 
accounting,  collection,  and  performance  data,  replacing 
hard  copy  collection  cards  and  manual  recordkeeping. 
The  system  prepares  work  lists  of  accounts  for 
supervisor,  collector,  and  clerical  attention  according  to 
management  determined  priorities. 

• Other  features  include  automatic  and  on-demand  letter 
generation  and  credit  bureau  request,  collector 
performance  monitoring  reports,  collection  history  and 
audit  trails,  automatic  and  on-demand  account  routing 
for  supervisory  review,  and  integrated  interfaces  with  the 
host  accounting  system.  AMS  now  supports  the 
collection  needs  of  over  168  organizations  worldwide, 
including  more  than  75%  of  the  nation's  50  largest  banks 
and  almost  half  of  the  top  300. 

- Additional  features  available  as  add-on  modules  to  the 
CreditLink  Series  include: 

• An  optional  on-line  report  writer,  providing  the  ability  to 
request,  format,  and  view  reports  on-line  using  any  data 
maintained  in  CreditLine  products.  Users  may  work 
with  the  system  to  create  ad  hoc  reports  for  virtually  any 
purpose.  Data  contained  in  multiple  files  can  be 
manipulated  in  a single  report  format  and,  because  the 
system  is  forms-driven,  there  is  no  programming 
language  to  learn. 

• CreditLink  Automated  Call  Processing  Options  offer 
users  of  CreditLine's  on-line  collections  system  the 
following  autodialing  options: 
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Dialink  is  a generic  interface  that  enables  any  off-line, 
high-speed  automatic  dialing  equipment  to  interact 
with  CreditLine's  collections  systems. 

Dialnet  is  an  on-line  interface  that  links  the 
CreditLine  collections  package  with  the  Computerized 
Autodial  System  (CAS),  an  autodialing  telecomputer 
from  Davox  Corporation. 

Powerdial  is  a hardware  unit  that  links  IBM- 
compatible  terminals  with  the  PABX,  supporting 
automatic  dialing  of  designated  phone  numbers. 

• AMS  also  provides  professional  services,  custom  system 
development  support,  and  application  software  to  large 
international  banks  and  to  U.S.  money  center  and  regional 
banks.  The  company  focuses  on  four  key  corporate  and 
investment  bank  functions:  International  Trade  Services; 
Corporate  Cash  Management;  Corporate  Management 
Performance  Reporting;  and  Treasury  and  Trading. 

• 

- Professional  services  include  custom  system  planning  and 
design,  package  customization,  system  installation,  and 
implementation  and  training. 

- AMS's  application  packages  for  these  areas  are  as  follows: 

• The  Letter  of  Credit  System  (LCS)  automates  all  aspects 
of  transaction  processing  for  documentary  and  standby 
letters  of  credit,  bank-to-bank  reimbursements,  and 
banker's  acceptances. 

• The  Customer  Entry  System  (CES),  a companion 
product  to  LCS,  links  the  customer  and  bank  to  allow 
letter  of  credit  applications,  amendment  requests,  and 
status  inquiries  to  be  performed  at  the  bank  customer's 
site. 

• The  Collection  Processing  System  (CPS)  provides 
support  for  clean  and  documentary  collections,  both 
domestic  and  international.  It  supports  the  collection 
processing  for  all  remittance,  collection,  and 
presentment  functions. 

• The  Corporate  Deposit  System  (CDS),  designed 
specifically  for  the  corporate  banking  market,  supports 
all  aspects  of  corporate  demand  deposit  accounting- 
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interest  sensitive  accounting,  backvaluing,  and  automatic 
funds  transfer. 

• The  Relationship  Management  System  (RMS),  designed 
specifically  for  the  corporate  banker  and  his  client, 
provides  corporate  customer  account  analysis  and  service 
charge  collection  capabilities,  as  well  as  comprehensive 
contribution  to  profit  reporting  on  the  corporate 
customer,  relationship  officers,  bank  organizations,  and 
products  and  services. 

• The  Secured  Electronic  Mail  System  (SEMS)  enables 
the  bank  and  CES  customers  to  send  and  receive 
messages  using  the  LCS  word  processing  features. 

SEMS  allows  the  user  to  add,  change,  delete,  review, 
print,  or  send  a text  message. 

• The  Incoming  SWIFT  Automatic  Capture  Interface 
(ISAC)  captures  and  interprets  incoming  SWIFT 
messages  and  automatically  places  them  in  a holding 
queue.  An  authorized  bank  operator  may  retrieve  the 
message  preloaded  on  the  appropriate  LCS  screens, 
approve  the  transaction,  add  the  appropriate  charges  and 
other  data,  then  release  the  transaction  to  the  system. 

• In  February  1988  Westpac  Banking  Corporation, 
Australia  contracted  to  license  AMS's  full  line  of 
international  trade  services  application  software.  With 
the  signing,  Westpac  becomes  AMS's  fourth 
international  customer. 

AMS  provides  professional  services,  processing,  and  facilities 
management  services  to  civilian  and  defense  agencies  of  the 
federal  government.  Services  and  product  revenues  from  this 
segment  reached  $51.5  million  in  1987,  a 30%  increase  over  $39.5 
million  in  1986. 

• During  1987  AMS  had  90  U.S.  government  clients,  compared  to 
78  in  1986,  and  91  in  1985. 

• AMS's  Federal  Financial  System  (FFS)  is  an  on-line  integrated 
system  designed  for  governmental  accounting  and  funds  control 
that  is  customized  by  AMS  for  specific  agency  requirements. 

- FFS  is  being  used  by  the  U.S.  Interior  Department,  the 
Environmental  Protection  Agency,  the  Securities  and 
Exchange  Commission,  the  U.S.  General  Accounting  Office, 
the  U.S.  Army  Comptroller,  the  U.S.  State  Department,  the 
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U.S.  Navy  Comptroller,  the  Administrative  Office  of  the  U.S. 
Courts,  and  Boeing  Petroleum  Services,  prime  contractor  for 
the  U.S.  Department  of  Energy's  Strategic  Petroleum 
Reserve. 

• AMS  provides  professional  services  to  a variety  of  agencies  in 
the  Army,  Navy,  Air  Force,  and  Marine  Corps,  and  as  a 
subcontractor  to  major  aerospace  companies  in  the  areas  of 
information  systems,  high  technology  logistics  and  maintenance 
engineering,  weapons  systems  acquisition,  and  military 
command,  control,  communications,  and  intelligence  (C^I). 

- Information  systems  work  includes  consulting  and  systems 
development  for  administrative  systems,  strategic  systems 
planning,  EDP  acquisitions  support,  quality  assurance  and 
independent  verification  and  validation,  and  life-cycle 
management  documentation  support.  Many  projects  have 
included  micro-mainframe  architectures,  the  installation  of 
departmental  systems  in  a UNIX-based  environment,  and 
the  use  of  artificial  intelligence  and  expert  systems. 

• 

- In  the  field  of  engineering  and  logistics  support  for  ships, 
aircraft,  and  major  weapons  systems,  key  projects  include: 
devising  new  maintenance  procedures  based  on  assessment 
of  equipment  reliability;  employing  automated  systems  for 
test  and  diagnostic  functions;  and  linking  inventory  systems 
to  requirements  of  the  weapons  systems  they  support. 

- AMS  is  also  involved  in  projects  to  improve  headquarters 
and  field  logistics  management  functions,  including  the 
development  of  decision  models  and  performance  standards 
for  maintenance,  supply,  and  other  logistics  elements. 

- Weapons  systems  acquisition  and  C^I  represent  areas  for 
continued  growth  within  the  Department  of  Defense.  AMS 
is  actively  increasing  its  involvement  in  these  segments  and  is 
involved  in  several  major  projects  through  prime  contractors 
including  GTE,  McDonnell  Douglas,  Westinghouse,  and 
General  Dynamics. 

- AMS  Technical  Systems,  Inc.,  formed  by  AMS  in  1984,  is  a 
subsidiary  dedicated  to  obtaining  long-term  contracts  with 
defense  clients. 

- During  1987  AMS  won  a three-year  $55  million  contract  with 
the  Secretary  of  the  Navy  under  the  Naval  Industrial 
Improvement  Project  to  provide  the  technology  and 
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assistance  to  improve  the  efficiency  of  shipyards,  naval 
aviation  depots,  and  naval  public  work  centers. 

• Professional  services  provided  to  civilian  agencies  have 
included  the  use  of  local  area  networks,  advanced  data  base 
management  systems,  micro-mainframe  architectures,  and 
expert  and  decision  support  systems. 

- Services  provided  range  from  information  plaiming  and 
technology  assessment,  through  the  detailed  design  and 
implementation  of  systems. 

- Areas  of  specialization  include  office  automation  and 
communications,  expert  and  decision  support  systems, 
financial  and  cash  management  systems,  payroll /personnel 
systems,  and  operations  management. 

- In  late  1985,  AMS  was  awarded  a $30  million,  four-year 
contract  by  the  U.S.  General  Services  Administration  (GSA) 
to  provide  EDP  studies  and  technical  assistance  to  GSA  and 
other  federal  agencies  in  the  National  Capital  Region. 

- AMS  is  also  performing  various  professional  services  for  the 
Department  of  Education,  the  Veterans  Administration,  the 
U.S.  Department  of  Agriculture,  U.S.  Treasury,  the 
Environmental  Protection  Agency,  and  the  National  Science 
Foundation. 

• Processing  services  provided  to  agencies  include  developing  and 
operating  systems  customized  to  federal  agency  requirements. 
AMS  participates  in  the  General  Services  Administration 
Teleprocessing  Services  Program  under  which  U.S.  government 
agencies  and  departments  can  purchase  processing  services 
from  private  information  services  vendors. 

• AMS  also  provides  facilities  management  services  to  several 
agencies. 

- In  July  1987  AMS  was  awarded  a $23  million,  five-year 
contract  by  the  U.S.  Department  of  Interior  for  computer 
facilities  management  in  support  of  the  Minerals 
Management  Service  (MMS)  Royalty  Management  Program. 
The  contract  is  supported  by  AMS  Operation  Corporation, 
an  AMS  subsidiary  headquartered  in  Lakewood  (CO). 

AMS  provides  application  software  and  professional  services  to 
state  and  local  governments,  local  school  districts,  and  colleges 
and  universities.  Services  and  products  revenues  from  this 
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segment  reached  $27.6  million  in  1987,  an  11%  increase  over  $24.8 
million  for  1986. 

• AMS  markets  an  integrated  family  of  application  software 

products  to  state  and  local  governments  for  accounting  and 

financial  management. 

- The  Local  Government  Financial  System  (LGFS)  is  an 
integrated  system  providing  expense  and  revenue  budgeting; 
appropriation,  expenditure,  and  cost  accounting;  general 
ledger,  accounts  payable  and  receivable,  and  cash 
disbursements;  and  encumbrance  control.  Options  include 
utility  billing,  job  cost  and  fked  asset  accounting, 
payroll/personnel,  performance  measurement,  investment 
inventory,  and  position  management.  The  package  is 
specifically  designed  for  use  by  cities,  counties,  special 
districts,  and  state  government  agencies. 

- The  Government  Financial  System  (GFS),  introduced  in 
1981,  provides  budgeting,  accounting,  and  financial  reporting 
for  large  government  agencies  such  as  federal  agencies,  state 
governments,  and  large  cities.  The  system  supports  all  major 
government  financial  functions  as  well  as  supporting  GAAP- 
based  reporting. 

- The  On-Line  Appraisal  and  Statistical  Information  System 
(OASIS)  maintains  property  information  and  performs 
property  valuation,  tax  roll  preparation,  and  tax  collections. 
OASIS  has  three  subsystems  that  may  be  used  independently 
or  in  an  integrated  system.  The  subsystems  are 
Administrative  and  Tax  Roll,  Tax  Accounting,  and  Appraisal 
and  Analysis. 

- The  Computer  Assisted  Collection  System  (CACS), 
previously  described,  is  used  by  six  state  governments. 

- AMS's  Ticket  Revenue  and  Activity  Control  System  (TRAC 
System),  introduced  in  1987,  supports  municipalities  and 
counties  in  the  collection  and  accounting  for  parking  and 
moving  violation  tickets.  In  addition  to  the  software,  under  a 
full-service  option,  AMS  performs  all  ticket  processing, 
including  lockbox,  cashiering,  case  tracking,  tow/boot 
programs,  as  well  as  staffing  the  violations  bureau  with 
qualified  professionals  to  perform  "day-to-day"  operations 
and  interact  with  the  public. 

- The  Government  Human  Resource  System  will  be  available 
in  early  1988. 
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- AMS  also  provides  information  systems  consulting  and 
custom  systems  development  projects  for  certain  New  York 
City  agencies,  including  the  Transit  Authority  and  the 
Department  of  Finance. 

• In  July  1987  AMS  was  selected  by  The  Parking 

Violations  Bureau  of  the  City  of  New  York  to  operate 
and  maintain  its  Summons  Tracking  and  Accounts 
Receivable  System.  The  five-year  contract  involves 
maximum  total  payments  of  approximately  $18  million. 

• AMS's  Local  Education  Agency  Financial  System  (LEAFS), 
introduced  in  1986,  provides  integrated  applications  (similar  to 
LGFS)  for  the  financial  management  of  local  school  districts. 

• Products  marketed  to  colleges,  universities,  and  nonprofit 
groups  include: 

- The  College  and  University  Financial  System  (CUFS)  is  a 
financial  management  system  that  provides  budgeting, 
revenue  accounting,  and  accounts  receivable,  expenditure 
accounting  and  accounts  payable,  general  ledger,  grants 
management,  cash  management,  purchasing,  job  cost 
accounting,  inventory  control,  fixed  assets,  and  financial 
reporting.  There  are  currently  more  than  60  colleges, 
universities,  medical  centers,  and  nonprofit  organizations 
using  CUFS. 

- The  Student  Information  System  (SIS),  introduced  in  1987, 
supports  admissions,  financial  aid,  student  records,  and 
student  accounts  receivable  activities  for  colleges  and 
universities.  The  first  SIS  client  is  the  University  of  Texas 
Health  Service  Center  in  Houston. 

- The  Development  Information  System  (DIS),  introduced  in 
1985,  supports  alumni  recordkeeping,  fundraising,  and  gift- 
processing activities  for  universities  and  nonprofit 
organizations.  DIS  clients  include  Harvard  University,  Notre 
Dame  University,  and  the  University  of  Cincinnati 
Foundation. 

AMS  provides  energy  application  software  products  and  custom 
system  development  and  support  services  to  energy  companies  and 
government.  Services  and  products  revenues  from  this  segment 
were  $5.9  million  in  1987,  a 35%  increase  over  $4.3  million 
reported  in  1986. 
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• AMS's  SYNERGY  product  line  includes  the  Oil  and  Gas 
Information  System  (OGIS)  and  the  Revenue  Management 
System  (RMS). 

- OGIS,  introduced  in  1981,  is  an  energy  accounting  and 
financial  control  software  product  designed  for  energy  firms 
involved  in  exploration  and  production,  refining  and 
marketing,  or  supply  and  transportation. 

• OGIS  provides  information  to  monitor  exploration, 
drilling,  completion,  work-over,  and  production  activities, 
and  it  distributes  expenditures  to  joint  venture 
participants. 

• System  features  include  general  ledger,  accounts 
receivable,  accounts  payable,  consolidations,  allocations, 
budgeting,  authorization  for  expenditure  accounting  and 
reporting,  joint  interest  billing,  property  accounting  and 
control,  capital  budgeting,  and  lease  operating  reporting. 

• During  1987,  OGIS  was  installed  at  Canadian  Occidental 
and  Mobil  Canada. 

- The  RMS,  introduced  in  1984,  in  a companion  product  to 
OGIS.  RMS  calculates,  controls,  and  distributes  revenue  for 
oil  and  gas  sales,  taking  into  account  contract  arrangements 
as  well  as  federal  and  state  taxes.  During  1987,  RMS  was 
implemented  at  BHP  Petroleum  (Americas)  and  Texas  Oil 
and  Gas  Corporation. 

- Professional  services  provided  to  energy  clients  include 
business  consulting  to  help  clients  identify  profitable  areas 
for  system  development,  and  the  preparation  of  strategic 
plans  for  management  information  systems;  systems 
development,  from  initial  concept  definition,  through  system 
design,  development,  implementation,  and  support;  and 
technical  consulting  in  such  areas  as  hardware  planning, 
network  design,  operational  evaluations  and  timing,  and 
systems  software  support. 

• During  1987  AMS  worked  on  a development  effort  for  a 
major  U.S.  integrated  oil  company  using  AMS's  Life- 
cycle  Productivity  System. 

- AMS  continues  to  experience  significant  energy  business 
opportunities  in  both  Canada  and  the  U.S. 
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AMS  provides  professional  services  and  software  products  to 
telephone  companies,  interexchange  carriers,  international 
carriers,  electronic  mail  providers,  and  cellular  telephone 
companies.  Services  and  products  revenues  from  this  segment 
reach  $6.9  million  in  1987,  a 57%  increase  over  1986  revenue  of 
$4.4  million. 

• Projects  currently  underway  include: 

- ALLTELECOM  (a  joint  venture  of  ALLTEL  Corporation 
and  Pacific  Telecom,  Inc.)  contracted  with  AMS  to  design, 
develop,  and  implement  a system  for  message  processing, 
billing,  accounts  receivable,  and  collections  for  the  post- 
divestiture telephone  operating  company  marketplace.  AMS 
will  retain  marketing  rights  to  the  software  upon  completion. 

- AMS  is  performing  the  installation  and  modification  of  the 
TieLine  billing  and  service  order  management  systems  at 
Alberta  Government  Telephone  (Canada). 

- PacTel  Personal  Communications  (a  Pacific  Telesis 
subsidiary)  chose  AMS  to  design  administrative  systems  to 
support  their  cellular  business. 

- U.S.  Sprint  has  contracted  with  AMS  to  install  the  AMS 
TieLine  Message  Processing  System  at  Sprint. 

• AMS  also  markets  the  Carrier  Access  Billing  System  (CABS 
PLUS),  which  was  first  developed  by  Pacific  Telecom.  The 
system  manages  billing  of  long  distance  carriers  for  access  to 
local  exchange  networks. 

• AMS  plans  to  continue  developing  software  products  for  this 
industry  and  undertaking  joint  ventures  with  other 
telecommunications  and  computer  companies. 

Other  product  and  service  market  areas  for  AMS  include  the 
following: 

• Trade  Associations  and  Membership  Organizations. 

- During  1986  AMS  completed  a multi-year  contract  with  the 
American  Association  of  Retired  Persons  (AARP)  to  design 
and  develop  new  systems  to  manage  AARP's  information  on 
its  23  million  members.  AMS  also  set  up  and  operated  a 
new  computer  facility  for  the  association. 
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- Since  1972  AMS  has  provided  processing  services  to  dozens 
of  associations  and  membership  organizations,  including  the 
Association  of  Flight  Attendants,  the  National  Alliance  of 
Business,  and  AARP,  Membership  accounting,  billing, 
payroll,  and  related  services  are  provided  via  the  Arlington 
data  center. 

• Other  industries. 

- AMS  Strategic  Information  Systems  group  designs  and 
develops  custom  systems  to  support  competitive  business 
strategies.  In  1987  AMS  developed  a major  system  for 
L’Eggs  Pantyhose  to  automate  capacity  planning,  production 
scheduling,  and  inventory  analysis. 

- AMS  has  been  designing  and  developing  systems  for  Baker 
& Taylor  Company  (B&T)  for  the  past  eight  years.  B&T 
provides  on-line  acquisition  and  fund  accounting  services  to 
libraries  and  bookstores  using  systems  developed  by  AMS. 

- In  March  1988  AMS  announced  contracts  with  General 
Public  Utilities,  Madison  Gas  and  Electric,  Gaz 
Metropolitain,  and  Duquesne  Light  to  install  the  Utility 
Industry  Computer  Assisted  Collection  System  (CACS)  at 
each  of  the  four  utilities  to  improve  and  control  the 
collection  process,  reduce  costs,  and  facilitate  future  growth. 

- AMS  provides  computer  output  microfilm,  laser  printing, 
and  other  micrographic  services  to  a variety  of  industries. 

- Utility  and  general  business  processing  services  are  provided 
through  the  company's  data  center  in  Arlington. 

- Through  its  newly  acquired  company.  Data  Base 
Management,  Inc.  (DBMI)  and  a division.  The  Courseware 
Developers  (TCD),  AMS  provides  consulting  and  training 
services  to  Fortune  500/50  industrial  companies,  banks  and 
insurance  companies,  and  government  agencies. 

• DBMI  specializes  in  training  and  consulting  for  data 
base  management  systems,  teleprocessing  monitors,  and 
fourth  generation  languages,  with  emphasis  on  IBM's 
IMS,  CICS,  DB2,  and  SQL  environments. 

• TCD  develops  custom  and  generic  computer-based 
training  courses  for  mainframes  and  microcomputers. 
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- In  1984  AMS  introduced  the  AMS  Timekeeper's 

Workstation,  an  automated  timekeeping  software  product 
for  the  IBM  PC/XT  and  AT.  There  are  currently  six  systems 
installed. 


AMS's  1987  services  and  products  revenues  were  derived 


approximately  as  follows: 

Federal  government  agencies 

and  aerospace  companies 
State/local  government 

36% 

and  universities 
Financial  services 

19% 

institutions 

22% 

Telecommunications  firms 

5% 

Energy  clients 

4% 

Other  corporate  clients 

14% 

100% 

AMS's  target  markets  for  its  products  and  services  include  the 
following: 

- The  300  largest  banks  and  other  larger 
financial  services  firms. 

- Civilian  and  defense  government  agencies. 

- The  350  largest  state  agencies  and  local 
governments. 

- The  300  largest  colleges  and  universities. 

- The  150  largest  energy  firms. 


Approximately  96%  of  AMS's  1987  revenue  was  derived  from  the 
U.S.,  3%  from  Canada,  and  1%  from  other  international  sources. 

Subsidiary  locations  are  as  follows: 

• AMS  Management  Systems  Canada,  Inc.  is  located  in  Ottawa. 

- Its  subsidiary,  Loecus  Informatics,  Inc.,  is  also  located  in 
Ottawa. 

• AMS  Operation  Corporation  is  located  in  Lakewood  (CO). 

• AMS  Technical  Systems,  Inc.  is  headquartered  in  Arlington. 

• DBMI  and  TCD  are  headquartered  in  Manchester  (CT). 
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AMS  also  has  offices  in  Altamonte  Springs,  Sarasota,  and  Winter 
Park  (FL);  Bremerton  (WA);  Cambridge  (MA);  Alexandria 
Chesapeake,  and  Richmond  (VA);  Chicago  (IL);  Dallas  and 
Houston  (TX);  Lakewood  (CO);  Los  Angeles,  Redwood  City,  San 
Bemadino,  San  Diego,  and  San  Francisco  (CA);  New  York  (NY)- 
Pennsauken  (NJ);  and  Stamford  (CT). 


AMS  has  the  following  equipment  installed  in  its  Arlington  data 
center: 


- 1IBM3090-300E,MVS/XA. 

- 1 IBM  4341,  VM. 

- 2 DEC  VAX-1 1/785S,  VMS. 

- 1 DEC  VAX  8650,  VMS. 

- 6 DEC  System  2060s. 

- 5DECPDP-11/70S. 

AMS  operates  its  own  data  communications  network  of  high-  and 
low-speed  telephone  lines,  in  addition  to  using  the  GTE-Telenet 
service  with  DEC  System  2060s. 
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AMERICAN  MANAGEMENT  SYSTEMS, 
INC. 

1777  North  Kent  Street 
Arlington,  VA  22209 
(703)  841-6000 


Charles  Rossotti,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  1,800 
Total  Revenue,  Fiscal  Year  End 
12/31/86:  $135,521,000 


THE  COMPANY 

• American  Management  Sysems,  Inc.  (AMS),  founded  in  1970,  provides  profes- 
sional services,  application  software,  and  processing  and  micrographics 
services.  Since  1982,  AMS's  marketing  has  focused  primarily  on  larger  finan- 
cial services  firms,  federal  government  agencies,  state  and  local  governments, 
colleges  and  universities,  energy  companies,  and  telecommunications  com- 
panies. 

• The  company's  strategy  is  to  provide  a combination  of  professional  services, 
AMS  productivity  tools,  and  packaged  proprietary  application  software  to 
clients  in  certain  target  markets  and  to  maintain  long-term  relationships  with 
its  customers.  Eighty-four  percent  of  AMS's  1986  revenues  were  derived  from 
clients  with  whom  AMS  had  worked  in  1985  and  57%  of  1986  revenues  were 
derived  from  clients  with  whom  AMS  had  worked  in  1983. 

• 1986  total  revenue  reached  $135.5  million,  a 21%  increase  over  1985  revenue 
of  $1  12.2  million.  Net  income  rose  41%  from  $3.7  million  in  1985  to  over  $5.2 
million  in  1986.  A five-year  financial  summary  follows: 
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AMERICAN  MANGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

1986 

1985 

1984 

1983 

1982 

Revenue 

$ 135,521 

$ 1 12,217 

$ 97,006 

$ 79,196 

$ 69,642 

. Percent  change 

from  previous  year 

21% 

16% 

22% 

14% 

6% 

Income  (loss)  before 

$ 10,133 

$ 6,536 

$ 4,830 

$ 3,832 

$ (2,253) 

taxes 

. Percent  change 

from  previous  year 

55% 

35% 

26% 

270% 

(1  1%) 

Net  income  (loss) 

$ 5,231 

$ 3,720 

$ 2,841 

$ 2,012 

$ (1,086) 

. Percent  change 

from  previous  year 

41% 

31% 

41% 

285% 

(45%) 

Earnings  (loss)  per 

$ 0.51 

$ 0.37 

$ 0.28 

$ 0.20 

$ (0.1 1) 

share  (a) 

. Percent  change 

from  previous  year 

38% 

32% 

40% 

282% 

(38%) 

(a)  Restated  to  reflect  2-for-l  stock  splits  effective  June  9,  1986  and  June  10, 
1987. 


• AMS's  marketing  is  focused  on  providing  a range  of  related  services  and 
products  to  certain  target  markets—large  organizations  in  specific 
industrles~as  follows: 

Financial  services  institutions:  AMS  provides  professional  services  and 
application  software  products  to  money  center  banks,  major  regional 
banks,  insurance  companies  and  other  large  financial  services  firms. 

Federal  government  agencies  and  aerospace  companies:  AMS  provides 
professional  services,  facilities  management,  and  processing  services  to 
civilian  and  defense  agencies. 

State  and  local  governments,  school  districts,  and  universities:  AMS 

provides  application  software  products  and  professional  services  to 
city,  county,  and  state  governments,  local  school  districts,  and  colleges 
and  universities. 

Energy  companies:  AMS  provides  software  products  and  professional 

services  to  large  energy  companies  and  federal  and  state  agencies. 
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Telecommunications  firms:  AMS  provides  professional  services  and 

application  software  products  to  telephone  companies,  interexchange 
carriers,  international  carriers,  electronic  mail  providers,  and  cellular 
telephone  companies. 

Other:  AMS  provides  various  professional  services  and  processing  for 

large  firms  in  other  industries  and  trade  associations  and  membership 
organizations. 
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• A three-year  summary  of  source  of  revenues  by  target  market  follows: 


AMS 

REVENUES  BY  TARGET  MARKET 
($  thousands) 


FISCAL  YEAR 

1986 

1985 

1984 

ITEM 

Services  and  products  revenues 

. Financial  services 

institutions 

- Percent  increase  from 

$ 

23,605 

$ 

15,323 

$ 

10,796 

previous  year 

54% 

42% 

70% 

. Federal  government  agencies 

$ 

and  aerospace  companies 
- Percent  increase  from 

39,516 

$ 

32,227 

$ 

23,037 

previous  year 

23% 

40% 

38% 

. State  and  local 

government/universities 
- Percent  increase  from 

$ 

24,831 

$ 

19,177 

$ 

14,223 

previous  year 

29% 

35% 

19% 

. Energy  companies 

$ 

4,339 

$ 

7,249 

$ 

12,015 

- Percent  increase 

(decrease)  from 
previous  year 

(40%) 

(40%) 

5% 

. Telecommunications  firms 

$ 

4,389 

$ 

3,098 

$ 

2,950 

- Percent  increase 

from  previous  year 

42% 

5% 

13% 

. Other 

$ 

1 1,056 

$ 

1 1,377 

$ 

13,619 

- Percent  increase 

(decrease)  from 

previous  year 

(3%) 

(16%) 

16% 

Subtotal 

$ 

107,736 

$ 

88,451 

$ 

76,640 

Reimbursed  expenses 

$ 

27,785 

$ 

23,766 

$ 

20,366 

Total  revenues 

$ 

135,521 

$ 

1 12,217 

$ 

97,006 

Revenues  increased  during  1986  in  all  of  AMS's  target  markets,  except  oil  and 
gas,  which  declined.  Increases  in  net  income  were  attributed  to  increases  in 
income  from  operations  and  reduced  non-operating  expenses. 
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Pretax  margins  increased  from  7.4%  of  services  and  products  revenue 
in  1 985  to  9.4%  in  1 986. 

• AMS  management  expects  the  company's  revenues  to  increase  more  rapidly  in 
1987  than  in  1986,  based  on  1986  results  and  the  growth  potential  of  its 
recently  acquired  consulting  and  educational  services  business  (Data  Base 
Management,  Inc.). 

• Revenues  for  the  six  months  ending  June  30,  1987  reached  $79.1  million,  a 
27%  increase  over  $62.5  million  for  the  same  period  in  1986.  Net  income  rose 
18%,  from  $2.0  million  to  $2.4  million. 

• Recent  acquisitions  made  by  AMS  include  the  following: 

Effective  December  31,  1986  AMS  acquired  Data  Base  Management, 
Inc.  (DBMI)  and  its  affiliated  company.  The  Courseware  Developers, 
Inc.  (TCDI)  for  approximately  $5.3  million  in  cash  plus  contingent 
payments  based  on  the  future  performance  of  the  companies. 

. The  Connecticut-based  consulting  and  educational  services 
companies  were  owned  by  the  same  three  people. 

. DBMI  provides  instructor-led  training,  as  well  as  technical 
consulting  services,  specializing  in  large  scale  business 
systems.  DBMI  had  1986  revenue  of  about  $9  million  and  had 
about  100  employees  at  the  time  of  the  acquisition.  It  now 
operates  as  a wholly  owned  subsidiary  of  AMS. 

. TCDI  develops  interactive  computer-based  training  programs  for 
IBM  mainframes  and  microcomputers.  It  now  operates  as  a 
wholly  owned  subsidiary  of  AMS. 

Effective  August  I,  1986  AMS  acquired  the  BANKSERV  product  line  of 
Anacomp  for  $800,000  plus  semiannual  royalty  fees  based  on  future 
performance  through  1994.  The  product  line  includes  packages  for 
credit  management,  loans,  and  credit  card  applications. 

• As  of  December  31,  1986  AMS  had  approximately  1,700  employees.  The 
company  currently  has  approximately  2,000  employees. 

• Major  competitors  by  markets  served  include  the  following: 

Financial  services  institutions:  Hogan  Systems  and  UCCEL. 

Federal  government  agencies:  "Big  8"  accounting  firms. 

State  and  local  government:  Peat,  Marwick,  Mitchell  & Co.  and  Man- 
agement Science  America. 
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Energy  firms:  "Big  8"  accounting  firms,  Excalibur,  and  J,  D.  Edwards. 

Telecommunications;  Cincinnati  Bell  Information  Systems  (CBIS). 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  67%  of  AMS's  $135.5  million  in  1986  revenue  was  derived  from 
professional  services  (which  includes  application  software  product  installation 
fees)  and  processing  services  and  33%  from  application  software  products.  A 
three-year  summary  of  source  of  revenue,  as  provided  by  AMS,  follows  ($ 
millions): 


FISCAL  YEAR 

ITEM 

1986 

1985 

1984 

Professional  and  processing 
services 

Software  products 

$ 91.2 
44.3 

67% 

33 

$ 77.1 
35.1 

69% 

31 

$67.5 

29.5 

70% 

30 

Total 

$ 135.5 

100% 

$ 1 12.2 

100% 

$97.0 

100% 

• AMS  product/service  revenue  is  recognized  as  follows: 


For  large  professional  services  contracts,  AMS  typically  contracts  for 
one  phase  (design,  development,  and  implementation)  at  a time.  AMS 
generally  contracts  either  on  the  basis  of  reimbursement  of  costs  plus  a 
fixed  fee,  a fixed  or  ceiling  price  for  each  phase,  unit  rates  for  time 
and  materials  used,  or  for  services  sold  at  unit  prices.  In  most  cases, 
AMS  receives  monthly  or  per  deliverable  progress  payments.  Most  of 
AMS's  revenue  is  from  projects  performed  under  cost  plus  contracts,  or 
under  fixed  or  ceiling  price  contracts  in  which  AMS  recognizes  revenue 
based  on  the  percent  of  work  complete.  Many  of  AMS's  projects 
require  six  or  more  months  to  complete. 

Revenue  from  licenses  for  "off-the-shelf"  packaged  software  is 
recorded  at  the  time  the  contract  is  signed,  less  an  amount  approxi- 
mate to  costs  required  to  complete  the  contract  which  is  later  recog- 
nized on  a percent  of  completion  basis. 

. Software  packages  available  from  AMS  are  presented  in 
Exhibit  A. 

. AMS  has  made  a major  commitment  to  improving  the  produc- 
tivity and  quality  of  its  work  for  clients  using  its  Life-cycle 
Productivity  System  (LPS),  a proprietary  combination  of  third- 
party  and  AMS-developed  software.  LPS  includes  tools  to 
address  all  phases  of  the  life-cycle,  including  strategic  systems 
planning,  system  design,  system  implementation,  and  system 
maintenance,  as  well  as  life-cycle  project  management. 
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EXHIBIT  A 


AMS  APPLICATION  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

HARDWARE 

REQUIREMENTS 

CREDIT  MANAGEMENT  SYSTEMS 

CreditLine  Series 

• Automated  Credit  Application 

Customer  credit  application 

11 

IBM  370,  43XX,  30XX, 

Processing  System  (ACAPS) 

processing  system 

93XX 

• Credit  Card  Accounting  System 

Multi-card  accounting  and  processing 

IBM  System  38.  370, 

system 

60 

43XX.30XX 

• BureauLink 

Credit  bureau  request  processing 

IBM  370,  43XX,  30XX 

22 

93XX 

• Advanced  Consumer  Lending 

Consumer  loan  processing  system 

IBM  370,  43XX,  30XX 

System  (ACLS) 

Available 

Spring  1988 

• Computer  Assisted  Collection 

Collection  management  system 

IBM  System  38,  370, 

System  (CACS) 

66 

43XX,  30XX;  Wang  Vs; 

Tandem  NonStop 

CORPORATE  BANKING  SYSTEMS 

• Letter  of  Credit  System  (LCS) 

Letter  of  credit,  reimbursement. 

IBM  43XX,  30XX 

and  banker’s  acceptance  processing 

8 

• Customer  Entry  System 

Customer  interface  to  LCS 

IBM  43XX,  30XX 

• Collection  Processing  System 

Automation  for  clean  and  documentary 

O 

IBM  43XX,  30XX 

collections 

7 

• Corporate  Deposit  System 

Corporate  demand  deposit  accounting 

IBM  43XX,  30XX 

• Relationship  Management  System 

Account  analysis,  service  charge 

O 

IBM  43XX,  30XX 

billing,  and  profitability  reporting 

2 

GOVERNMENT  SYSTEMS 

• Federal  Financial  System 

Accounting  and  financial  reporting 

6 

IBM  370,  43XX,  30XX; 

system 

93XX;  DEC  VAX 

• Local  Government  Financial 

Accounting  and  financial  management 

\ 

IBM  370,  43XX,  30XX; 

System 

system 

93XX;  DEC  VAX 

- 120 

• Government  Financial  System 

Accounting  and  financial  reporting 

IBM  370,  43XX,  30XX; 

system 

93XX;  DEC  VAX 

• On-Line  Appraisal  and  Statistical 

Property  valuation,  taxation,  and 

28 

IBM  370,  43XX,  30XX 

Information  System 

information  system 

93XX;  Unisys  3000 

• Government  Human  Resource 

Human  resource  system 

Under 

IBM  370,  4300,  30XX 

System 

development 

• Ticket  Revenue  and  Activity 

Parking  ticket,  tracking/collection 

Under 

IBM  370,  43XX,  30XX 

Control  System 

system 

development 
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EXHIBIT  A (com.) 


AMS  APPLICATION  SOFTWARE  PRODUCTS 


PRODUCT 


DESCRIPTION 


NUMBER 

INSTALLED 


HARDWARE 

REQUIREMENTS 


EDUCATION  SYSTEMS 

• Local  Education  Agency 
Financial  System 

• College  and  University 
Financial  System 


Development  Information  System 


ENERGY  SYSTEMS 
• Oil  and  Gas  Information  System 


Revenue  Management  System 


TELECOMMUNICATIONS  INDUSTRY 
SYSTEMS 

• Customer  Account  Management 
System 


CABS  Plus 


Local  school  financial  management 
system 

Financial  management  system 


Fundraising  management  system 


Energy  accounting  and  financial 
control  system 


Oil/gas  revenue  management  system 


• Customer  billing 

• Message  processing 

• Customer  order  entry 
Carrier  access  billing 


\ 


52 


N/A 


N/A 


Under 

development 
In  design 
2 


IBM  370,  43XX,  30XX, 
93XX;  DEC  VAX 

IBM  370,  43XX,  30XX; 
DEC  VAX; 

CDC  CYBER  180 

HP  3000 


IBM  370,  43XX,  30XX; 
DEC  PDP-11/70, 

VAX;  Wang  VS 

IBM  370,  43XX,  30XX; 
DEC  PDP-11/70,  VAX; 
Wang  VS 


IBM  370,  43XX,  30XX 

IBM  370,  43XX,  30XX 
IBM  370,  43XX,  30XX 
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. EPS  also  includes  AMS's  CORE  Foundation  Software  of  reusable 
code  modules.  This  allows  direct  integration  of  design  and 
implementation  phases  through  the  use  of  EPS  and  CORE. 

Revenue  from  computer  processing  services  is  recorded  on  the  basis  of 
usage  at  scheduled  prices  per  unit  of  production,  or  the  contract  min- 
imum monthly  charge,  whichever  is  greater.  A profile  of  the  applica- 
tions available  on  AMS's  network  (called  AMShare)  is  presented  in 
Exhibit  B. 

• AMS  targets  its  products  and  services  to  larger  financial  services  firms, 
federal  government  agencies,  state  and  local  governments,  colleges  and 
universities,  telecommunications  firms,  and  energy  companies.  In  the  discus- 
sion that  follows,  AMS's  professional  services,  processing  services,  and  soft- 
ware products  will  be  described  in  relation  to  these  target  markets. 

• AMS  provides  professional  services  and  application  software  products  to  over 
175  financial  services  industry  clients.  Services  and  products  revenues  from 
this  segment  were  $23.6  million  in  1986,  a 54%  increase  over  $15.3  million  for 
1985. 


AMS  offers  the  CreditEine  Series  of  credit  management  software  that 
supports  all  phases  of  credit  operations,  from  initial  application  proces- 
sing, through  servicing  and  accounting,  to  collections.  Each  system  can 
be  installed  individually,  collectively,  or  in  any  combination  to  address 
evolving  support  requirements.  Marketed  to  organizations  that  extend 
credit  to  consumers  and  businesses,  including  financial  institutions, 
retailers,  telecommunications  firms,  government  agencies,  health  care 
providers,  and  utility  companies,  the  CreditEine  series  includes  the 
fol  lowing  systems: 

. The  Automated  Credit  Application  Processing  System  (ACAPS) 
is  an  on-line  system  that  supports  the  application  process  from 
initial  data  entry  and  screening  through  investigation  credit 
analysis,  credit  decision,  follow-up,  and  account  setup. 

ACAPS  features  automated  credit  scoring  and  credit 
bureau  retrieval.  Easily  maintained  parameter  tables 
allow  authorized  management  users  to  control  processing 
flow  and  to  enforce  overall  credit  policy. 

First  introduced  in  1984,  there  are  now  10  ACAPS 
systems  licensed  to  support  credit  card  and  loan  proces- 
sing in  both  financial  and  retail  organizations. 

. The  Credit  Card  Accounting  System  is  a multi-card  accounting 
and  on-line  processing  system  designed  to  help  banks  manage 
transaction  card  business  efficiently.  There  are  60  systems 
installed. 
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EXHIBIT  B 


AMS'S  AMSHARE  NETWORK  SERVICE  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  3090-200E.  MVS/XA 

- IBM  4341/4381  OS,  MVS.  JES2 

- IBM  4341 , VM.  DOS/VSE,  CMS.  CICS 

- DEC  SYSTEM  2060,  VMS 

- DEC  PDP-1 1 , RSX-1 1 M,  RSX-1 1 M PLUS 

- DEC  VAX  8650,  VMS 

- DEC  VAX  11/785,  VMS 

• PROGRAMMING  LANGUAGES 
SUPPORTED 


- FORTRAN 

- BLISS 

- COBOL 

- APLSF 

- PASCAL 

- LISP 

- WYLBUR 

- SNOBOL 

- BASIC 

- FLECS 

- MACRO 

- SDPL 

• DATA  MANAGEMENT  SOFTWARE 

- ADABAS 

- DATACOM 

- DB2 

- FOCUS 

- IDMS 

- IMS  DB/DC 

• FINANCIAL  APPLICATIONS 

- CFMS  (COMPREHENSIVE  FINANCIAL 
MANAGEMENT  SYSTEM) 

- AIMS  (ASSOCIATION  INFORMATION 
MANAGEMENT  SYSTEM) 


APPLICATION  AREA/PRODUCT  NAME 


• DISTRIBUTION 

• MATHEMATICS  AND  STATISTICS 

- SPSS 

- SAS 

- EMPIRE 

• DECISION  SUPPORT 

- STRATEGM 

• GRAPHICS 

- DISSPLA 

- TELL-A-GRAF 

• PROJECT  MANAGEMENT 

- PROJECT/2 

- SLIM 

• TEXT  RETRIEVAL/WORD  PROCESSING 

- MUSE 

- WORD  II 

• COMPUTER  DRIVEN  LASER  PRINTER 

- XEROX  9790s 

• COMPUTER  OUTPUT  MICROFILM 

• ON-LINE  TRANSACTION  PROCESSING 
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BureauLink,  introduced  in  1986,  is  a CPU-to-CPU  interface  to 
the  five  major  U.S.  and  three  Canadian  credit  bureaus. 
Providing  organizations  with  rapid,  on-line  access  to  complete 
credit  bureau  reports,  BureauLink  integrates  with  the 
CreditLine  credit  application  processing  package,  or  can  be 
installed  as  a standalone  system  or  in  conjunction  with  other 
new  account  processing  software.  In  addition,  BureauLink  can 
be  coupled  with  the  CreditLine  on-line  collections  processing 
system  to  provide  collectors  access  to  an  up-to-date  credit 
history  of  delinquent  accountholders. 

The  Advanced  Consumer  Lending  System  (ACLS)  is  a consumer 
lending  system  that  supports  open  and  closed  end,  fixed  and 
floating  rate,  secured  and  unsecured  consumer  loans. 

In  addition  to  standard  consumer  loans,  ACLS  processes 
student  loans,  small  business  loans,  and  charged-off 
loans.  ACLS  supports  any  type  of  repayment  schedules, 
including  loans  that  change  from  revolving  to  closed-end 
after  a specific  period  of  time. 

ACLS  is  scheduled  for  installation  in  the  first  client  sites 
during  the  spring  of  I 988. 

The  Computer  Assisted  Collection  System  (CACS)  automates 
the  scheduling,  assignment,  and  distribution  of  collection  work. 

CACS  provides  users  with  on-line  access  to  current 
accounting,  collection,  and  performance  data;  replacing 
hard  copy  collection  cards  and  manual  recordkeeping. 
The  system  prepares  work  lists  of  accounts  for  super- 
visor, collector,  and  clerical  attention  according  to 
management  determined  priorities. 

Other  features  include  automatic  and  on-demand  letter 
generation  and  credit  bureau  report  request,  collector 
performance  monitoring  reports,  collection  history  and 
audit  trails,  automatic  and  on-demand  account  routing 
for  supervisory  review,  and  integrated  interfaces  with  the 
host  accounting  system.  AMS  now  supports  the  collection 
needs  of  over  168  organizations  worldwide,  including 
more  than  75%  of  the  nation's  50  largest  banks  and 
almost  half  of  the  top  300. 

Additional  features  availabe  as  add-on  modules  to  the 
CreditLink  Series  include: 
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An  optional  on-line  reportwriter,  providing  the  ability  to 
request,  format,  and  view  reports  on-line  using  any  data 
maintained  in  CreditLine  products.  Users  may  work  with 
the  system  to  create  ad  hoc  reports  for  virtually  any 
purpose.  Data  contained  in  multiple  files  can  be  manipu- 
lated in  a single  report  format  and  because  the  system  is 
forms-driven,  there  is  no  programming  language  to  learn. 

CreditLink  Automated  Call  Processing  Options  offer 
users  of  CreditLine's  on-line  collections  system  the 
following  autodialing  options: 

. Dialink  is  a generic  interface  which  enables  any 
off-line,  high-speed  automatic  dialing  equipment 
to  interact  with  CreditLine's  collections  systems. 

. Dialnet  is  an  on-line  interface  that  links  the 
CreditLine  collections  package  with  the  Compu- 
terized Autodial  System  (CAS),  an  autodialing 
telecomputer  by  Davox  Corporation. 

. Powerdial  is  a hardware  unit  that  links  IBM-com- 
patible terminals  with  the  PABX,  supporting 
automatic  dialing  of  designated  phone  numbers. 

AMS  also  provides  professional  services,  custom  system  development 
support,  and  application  software  to  large  international  banks  and  to 
U.S.  money  center  and  regional  banks.  The  company  focuses  on  four 
key  corporate  and  investment  bank  functions:  International  Trade 

Services;  Corporate  Cash  Management;  Corporate  Management  Per- 
formance Reporting;  and  Treasury  and  Trading. 

. Professional  services  include  custom  system  planning  and  design, 
package  customization,  system  installation,  and  implementation 
and  training. 

. AMS's  application  packages  for  these  areas  are  as  follows: 

The  Letter  of  Credit  System  (LCS)  automates  all  aspects 
of  transaction  processing  for  documentary  and  standby 
letters  of  credit,  bank-to-bank  reimbursements,  and 
banker's  acceptances. 

The  Customer  Entry  System  (CES),  a companion  product 
to  LCS,  links  the  customer  and  bank  to  allow  letter  of 
credit  applications,  amendment  requests,  and  status 
inquiries  to  be  performed  at  the  bank  customer's  site. 
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The  Collection  Processing  System  (CPS)  provides  support 
for  clean  and  documentary  collections,  both  domestic  and 
international.  It  supports  the  collection  processing  for  all 
remittance,  collection,  and  presentment  functions. 

The  Corporate  Deposit  System  (CDS),  designed  specifi- 
cally for  the  corporate  banking  market,  supports  all 
aspects  of  corporate  demand  deposit  accounting — interest 
sensitive  accounting,  backvaluing,  and  automatic  funds 
transfer. 

The  Relationship  Management  System  (RMS),  designed 
specifically  for  the  corporate  banker  and  his  client, 
provides  corporate  customer  account  analysis  and  service 
charge  collection  capabilities,  as  well  as  comprehensive 
contribution  to  profit  reporting  on  the  corporate 
customer,  relationship  officers,  bank  organizations,  and 
products  and  services. 

• AMS  provides  professional  services,  processing,  and  facilities  management 
services  to  civilian  and  defense  agencies  of  the  federal  government.  Services 
and  products  revenues  from  this  segment  reached  $39.5  million  in  1986,  a 23% 
increase  over  $32.2  million  in  1985. 

During  1986,  AMS  worked  on  systems  and  maintenance  engineering 
projects  for  20  defense  and  civilian  agencies  for  which  AMS  had  not 
previously  worked.  In  total,  AMS  worked  on  projects  for  76  agencies 
during  1986. 

AMS's  Federal  Financial  System  (FFS)  is  an  on-line  integrated  system 
designed  for  governmental  accounting  and  funds  control  that  is  custom- 
ized by  AMS  for  specific  agency  requirements. 

. FFS  is  being  used  by  the  U.S.  General  Accounting  Office,  the 
U.S.  Army  Comptroller,  the  U.S.  State  Department,  the  U.S. 
Navy  Comptroller,  the  Administrative  Office  of  the  U.S.  Courts, 
and  Boeing  Petroleum  Services,  prime  contractor  for  the  U.S. 
Department  of  Energy's  Strategic  Petroleum  Reserve. 

AMS  provides  professional  services  to  a variety  of  agencies  in  the 
Army,  Navy,  Air  Force,  and  Marine  Corps,  and  as  a subcontractor  to 
major  aerospace  companies  in  the  areas  of  information  systems,  high 
technology  logistics  and  maintenance  engineering,  weapons  systems 
acquisition,  and  military  command,  control,  communications,  and 
intelligence  (C~'  I). 

. Information  systems  work  includes  consulting  and  systems 
development  for  administrative  systems,  strategic  systems 
planning,  EDP  acquisitions  support,  quality  assurance  and  inde- 
pendent verification  and  validation,  and  life-cycle  management 
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documentation  support.  Many  projects  have  Included  micro- 
mainframe architectures,  the  Installation  of  departmental 
systems  in  a UNIX-based  environment,  and  the  use  of  artificial 
intelligence  and  expert  systems. 

. In  the  field  of  engineering  and  logistics  support  for  ships,  air- 
craft, and  major  weapons  systems,  key  projects  include: 
devising  new  maintenance  procedures  based  on  assessment  of 
equipment  reliability;  employing  automated  systems  for  test  and 
diagnostic  functions;  and  linking  inventory  systems  to  require- 
ments of  the  weapons  systems  they  support. 

. AMS  is  also  involved  in  projects  to  improve  headquarters  and 
field  logistics  management  functions,  including  the  development 
of  decision  models  and  performance  standards  for  maintenance, 
supply,  and  other  logistics  elements. 

. Weapons  systems  acquisition  and  C^l  represent  areas  for 
continued  growth  within  the  Department  of  Defense.  AMS  is 
actively  increasing  its  Involvement  in  these  segments  and  is 
involved  in  several  major  projects  through  prime  contractors 
including  GTE,  McDonnell-Douglas,  Westinghouse,  and  General 
Dynamics. 

. In  April  1984,  AMS  formed  AMS  Technical  Systems,  Inc.,  a 
subsidiary  dedicated  to  obtaining  long-term  contracts  with 
defense  clients. 

Professional  services  provided  to  civilian  agencies  have  Included  the 

use  of  local  area  networks,  advanced  data  base  management  systems, 

micro-mainframe  architectures,  and  expert  and  decision  support 

systems. 

. Services  provided  range  from  information  planning  and  tech- 
nology assessment,  through  the  detailed  design  and  implemen- 
tation of  systems. 

. Areas  of  specialization  include  office  automation  and  communi- 
cations, expert  and  decision  support  systems,  financial  and  cash 
management  systems,  payroll/personnel  systems,  and  operations 
management. 

. In  late  1985,  AMS  was  awarded  a $30  million,  four-year  contract 
by  the  U.S.  General  Services  Administration  (GSA)  to  provide 
ADP  studies  and  technical  assistance  to  GSA  and  other  federal 
agencies  in  the  National  Capital  Region.  The  contract  is  the 
largest  ever  awarded  to  AMS. 
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. AMS  is  also  performing  various  professional  services  for  the 
Department  of  Education,  the  Veterans  Administration,  the  U.S. 
Department  of  Agriculture,  U.S.  Treasury,  the  Environmental 
Protection  Agency,  and  the  National  Science  Foundation. 

Processing  services  provided  to  agencies  include  developing  and  oper- 
ating systems  customized  to  federal  agency  requirements.  AMS  parti- 
cipates in  the  General  Services  Administration  Teleprocessing  Services 
Program  under  which  U.S.  government  agencies  and  departments  can 
purchase  processing  services  from  private  computer  services  vendors. 

AMS  also  provides  facilities  management  services  to  several  agencies. 

• AMS  provides  application  software  and  professional  services  to  state  and  local 
governments,  local  school  districts,  and  colleges  and  universities.  Services 
and  products  revenues  from  this  segment  reached  $24.8  million  in  1986,  a 29% 
increase  over  $19.2  million  for  1985. 

AMS  markets  an  integrated  family  of  application  software  products  to 
state  and  local  governments  for  accounting  and  financial  management. 

. The  Local  Government  Financial  System  (LGFS)  is  an  integrated 
system  providing  expense  and  revenue  budgeting;  appropriation, 
expenditure,  and  cost  accounting;  general  ledger,  accounts 
payable  and  receivable,  and  cash  disbursements;  and  encum- 
brance control.  Options  incude  utility  billing,  job  cost  and  fixed 
asset  accounting,  payroll/personnel,  performance  measurement, 
investment  inventory,  and  position  management.  The  package  is 
specifically  designed  for  use  by  cities,  counties,  special 
districts,  and  state  government  agencies. 

. The  Government  Financial  System  (GFS),  introduced  in  1981, 
provides  budgeting,  accounting,  and  financial  reporting  for  large 
government  agencies  such  as  federal  agencies,  state  govern- 
ments, and  large  cities.  The  system  supports  all  major  govern- 
ment financial  functions  as  well  as  supporting  GAAP-based 
reporting. 

. During  1986  AMS  added  17  LGFS  and  GFS  clients.  By  the  end  of 
1986,  more  than  120  governments  were  using  GFS  or  LGFS. 

. The  On-Line  Appraisal  and  Statistical  Information  System 
(OASIS)  maintains  property  information  and  performs  property 
valuation,  tax  roll  preparation,  and  tax  collections.  The  system 
has  three  subsystems  which  may  be  used  independently  or  in  an 
integrated  system.  The  subsystems  are  Administrative  and  Tax 
Roll,  Tax  Accounting,  and  Appraisal  and  Analysis.  There  are 
currently  over  28  OASIS  clients. 
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The  Computer  Assisted  Collection  System  (CACS),  previously 
described,  Is  used  by  six  state  governments. 

. The  Government  Human  Resource  System  will  be  available  In 
late  1987. 

. AMS  also  provides  Information  systems  consulting  and  custom 
systems  development  projects  for  certain  New  York  City 
agencies,  including  the  Transit  Authority  and  the  Department  of 
Finance. 

AMS's  Local  Education  Agency  Financial  System  (LEAFS),  introduced 
in  1986,  provides  Integrated  applications  (similar  to  LGFS)  for  the 
financial  management  of  local  school  districts.  Four  clients  installed 
LEAFS  during  1986. 

Products  marketed  to  colleges,  universities,  and  nonprofit  groups 
include; 

. The  College  and  Unviersity  Financial  System  (CUFS)  is  a finan- 
cial management  system  that  provides  budgeting,  revenue 
accounting,  and  accounts  receivable,  expenditure  accounting  and 
accounts  payable,  general  ledger,  grants  management,  cash 
management,  purchasing,  job  cost  accounting,  and  financial 
reporting.  There  are  currently  more  than  50  colleges,  universi- 
ties, medical  centers,  and  nonprofit  organizations  using  CUFS. 

. The  Development  Information  System  (DIS),  introduced  in  1985, 
supports  alumni  recordkeeping,  fundraising,  and  gift-processing 
activities  for  universities  and  nonprofit  organizations.  DIS 
alumni  clients  include  Harvard  University,  Notre  Dame  Univer- 
sity, and  the  University  of  Cincinnati  Foundation. 

AMS  provides  energy  application  software  products  and  custom  system  devel- 
opment and  support  services  to  energy  companies.  Services  and  products 
revenues  from  this  segment  were  $4.3  million  in  1986,  a 40%  decrease  from 
$7.2  million  reported  in  1985. 

AMS  s SYNERGY  product  line  includes  the  Oil  and  Gas  Information 
System  (OGIS)  and  the  Revenue  Management  System  (RMS). 

. OGIS,  introduced  in  1981,  is  an  energy  accounting  and  financial 
control  software  product  designed  for  energy  firms  involved  in 
exploration  and  production,  refining  and  marketing,  or  supply 
and  transportation. 

OGIS  provides  Information  to  monitor  exploration, 
drilling,  completion,  work-over,  and  production  activities, 
and  it  distributes  expenditures  to  joint  venture  partici- 
pants. 
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System  features  Include  general  ledger,  accounts 
receivable,  accounts  payable,  consolidations,  allocations, 
budgeting,  authorization  for  expenditure  accounting  and 
reporting,  joint  interest  billing,  property  accounting  and 
control,  capital  budgeting,  and  lease  operating  reporting. 

During  1986,  OGIS  was  installed  at  Shell  Canada.  AMS 
continues  to  experience  significant  energy  business 
opportunities  In  both  Canada  and  the  U.S. 

. The  RMS,  introduced  in  1984,  is  a companion  product  to  OGIS. 
RMS  calculates,  controls,  and  distributes  revenue  for  oil  and  gas 
sales,  taking  into  account  contract  arrangements  as  well  as 
federal  and  state  taxes.  During  1986,  RMS  was  implemented  at 
Santa  Fe  Minerals,  BMP  Petroleum  (Americas),  and  Texas  Oil 
and  Gas  Corporation. 

. Professional  services  provided  to  energy  clients  include  business 
consulting  to  help  clients  identify  profitable  areas  for  system 
development,  and  the  preparation  of  strategic  plans  for  man- 
agement Information  systems;  systems  development,  from  initial 
concept  definition  through  system  design,  development,  imple- 
mentation, and  support;  and  technical  consulting  in  such  areas  as 
hardware  planning,  network  design,  operational  evaluations  and 
timing,  and  systems  software  support. 

. During  1986  AMS  began  a development  effort  for  a major  U.S. 
integrated  oil  company  using  AMS's  Life-cycle  Productivity 
System. 

• AMS  provides  professional  services  and  software  products  to  telephone 
companies,  interexchange  carriers,  international  carriers,  electronic  mail 
providers,  and  cellular  telephone  companies.  Services  and  products  revenues 
from  this  segment  reached  $4.4  million  in  1986,  a 42%  increase  over  1985 
revenue  of  $3.1  million. 

Projects  currently  underway  include: 

. ALLTELECOM  (a  joint  venture  of  ALLTEL  Corporation  and 
Pacific  Telecom,  Inc.)  contracted  with  AMS  to  design,  develop, 
and  implement  a system  for  message  processing,  billing, 
accounts  receivable,  and  collections  for  the  post-divestiture 
telephone  operating  company  marketplace.  AMS  will  retain 
marketing  rights  to  the  software  upon  completion. 

. PacTel  Personal  Communications  (a  Pacific  Telesis  subsidiary) 
chose  AMS  to  design  administrative  systems  to  support  their 
cellular  business. 
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Other  recent  contracts  awarded  to  AMS  include  the  following; 

. U.S.  Sprint  (an  interexchange  carrier  owned  by  GTE  and  United 
Telecom)  has  contracted  with  AMS  to  perform  a feasibility 
study  with  the  goal  of  installing  the  AMS  Message  Processing 
System  (MPS)  at  Sprint. 

AMS  also  markets  the  Carrier  Access  Billing  System  (CAPS  PLUS), 
which  was  first  developed  by  Pacific  Telecom,  Inc.  The  system 
manages  billing  of  long  distance  carriers  for  access  to  local  exchange 
networks. 

AMS  plans  to  continue  developing  software  products  for  this  industry 
and  undertaking  joint  ventures  with  other  telecommunications  and 
computer  companies. 

• Other  product  and  service  market  areas  for  AMS  include  the  following: 

Trade  Associations  and  Membership  Organizations. 

. During  1986  AMS  completed  a multi-year  contract  with  the 
American  Association  of  Retired  Persons  (AARP)  to  design  and 
develop  new  systems  to  manage  AARP's  information  on  Its  23 
million  members.  AMS  also  set  up  and  operated  a new  computer 
facility  for  the  association. 

. Since  1972  AMS  has  provided  processing  services  to  dozens  of 
associations  and  membership  organizations  Including  the  Associ- 
ation of  Flight  Attendants,  the  National  Alliance  of  Business, 
and  AARP.  Membership  accounting,  billing,  payroll,  and  related 
services  are  provided  via  the  Arlington  data  center. 

Other  industries. 

. AMS  has  been  designing  and  developing  systems  for  Baker  & 
Taylor  Company  (B&T)  for  the  past  seven  years.  B&T  provides 
on-line  acquisition  and  fund  accounting  services  to  libraries  and 
bookstores  using  systems  developed  by  AMS. 

. AMS  provides  computer  output  microfilm,  laser  printing,  and 
other  micrographic  services  to  a variety  of  industries. 

. Utility  and  general  business  processing  services  are  provided 
through  the  company's  data  center  in  Arlington. 

. Through  two  newly  acquired  companies.  Data  Base  Management, 
Inc.  (DBMl)  and  The  Courseware  Developers,  Inc.  (TCDl),  AMS 
provides  consulting  and  training  services  to  Fortune  500/50 
Industrial  companies,  banks  and  insurance  companies,  and  gov- 
ernment agencies. 
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DBMI  specializes  in  training  and  consulting  for  data  base 
management  systems,  teleprocessing  monitors  and  fourth 
generation  languages,  with  emphasis  on  IBM's  IMS,  CICS, 
DB2,  and  SQL  environments. 

TCDI  provides  custom  and  generic  computer-based 
training  courses  for  mainframes  and  microcomputers. 

. In  late  1984  AMS  introduced  the  AMS  Timekeeper's  Workstation, 
an  automated  timekeeping  software  product  for  the  IBM  PC/XT 
and  AT.  There  are  currently  six  systems  installed. 

INDUSTRY  MARKETS 

• AMS's  1986  services  and  products  revenues  were  derived  approximately  as 
follows: 


Federal  government  agencies  and  aerospace  companies  37% 

State/local  government  and  universities  23 

Financial  services  institutions  22 

Telecommunications  firms  4 

Energy  companies  4 

Other  corporate  clients  1 0 


1 00% 

• Work  for  federal  agencies  in  total  represented  $41  million,  or  37%,  of  services 
and  products  revenues,  including  $15.8  million  performed  for  55  federal 
clients  under  AMS's  basic  task  order  agreement  with  the  General  Services 
Administration. 

• AMS's  target  markets  for  Its  products  and  services  include  the  following: 

The  300  largest  banks  and  other  larger  financial  services  firms. 

Civilian  and  defense  government  agencies. 

The  350  largest  state  agencies  and  local  governments. 

The  300  largest  colleges  and  universities. 

The  150  largest  energy  firms. 

GEOGRAPHIC  MARKETS 

• Approximately  96%  of  AMS's  1986  revenue  was  derived  from  the  U.S.,  3% 
from  Canada,  and  1%  from  other  international  sources. 

• Subsidiary  locations  are  as  follows: 

AMS  Management  Systems  Canada,  Inc.,  a newly  formed  Canadian 

subsidiary,  is  located  In  Ottawa. 
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AMS  Technical  Systems,  Inc.  is  located  in  Arlington  (VA). 

DBMI  and  TCDI  are  headquartered  in  Manchester  (CT). 

• AMS  also  has  offices  in  Altamonte  Springs,  Sarasota,  and  Winter  Park  (FL); 
Bremerton  (WA);  Cambridge  and  Westborough  (MA);  Alexandria,  Chesapeake, 
and  Richmond  (VA);  Chicago  (IL);  Dallas  and  Houston  (TX);  Lakewood  (CO); 
Los  Angeles,  National  City,  Redwood  City,  San  Bernadino,  and  San  Francisco 
(CA);  New  York  (NY);  Pennsauken  (NJ);  and  Stamford  (CT). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• AMS  has  the  following  equipment  installed  in  its  Arlington  data  center: 

I IBM  3090-200E,  MVS/XA. 

1 IBM  434 1,  VM. 

2 DEC  VAX- 1 I /785s,  VMS. 

I DEC  VAX  8650,  VMS. 

6 DEC  System  2060s. 

5 DEC  PDP- 1 1 /70s. 

AMS  operates  its  own  data  communications  network  of  high-  and  low- 
speed  telephone  lines,  in  addition  to  using  the  GTE-Telenet  service 
with  DEC  System  2060s. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  AUGUST  1985 


AMERICAN  MANAGEMENT  SYSTEMS, 
INC. 

I 111  North  Kent  Street 
Arlington,  VA  22209 
(703)  841-6000 


Ivon  Selin,  Chairman 
Charles  Rossotti,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  1,400 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $112,217,000 


AMERICAN  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 


(a)  Restated  to  reflect  a 3-for-2  stock  split  effective  August  28,  1985. 


• Revenue  for  the  three  months  ending  March  31,  1986  reached  $29.7  million,  an 
I 1%  increase  over  $26.6  million  for  the  same  period  in  1985.  Net  income  rose 
from  $530,000  to  $902,000. 
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SOURCE  OF  REVENUE 

• Approximately  53%  of  1985  revenue  was  derived  from  professional  services, 
31%  from  software  products,  and  16%  from  processing  services. 

Due  to  certain  reclassifications,  AMS  reports  that  for  1984  approxi- 
mately 56%  of  revenue  was  derived  from  professional  services,  29% 
from  software  products,  and  15%  from  processing  services. 

• A three-year  summary  of  source  of  revenue  by  target  market  follows; 


AMS 

REVENUE  BY  TARGET  MARKET 
($  thousands) 


FISCAL  YEAR 

1985 

1984 

1983 

ITEM 

Service  and  product  revenue 

. Financial  services 

institutions 
- Percent  increase 

$ 

15,323 

$ 10,796 

$ 

6,361 

from  previous  year 

42% 

70% 

32% 

. Federal  government  agencies 

$ 

32,227 

$ 23,037 

$ 

16,752 

- Percent  increase 

from  previous  year 

40% 

38% 

66% 

. State  and  local 

. government/universities 

$ 

19,177 

$ 14,223 

$ 

1 1,918 

- Percent  increase 

from  previous  year 

35% 

19% 

19% 

. Energy  companies 

$ 

7,249 

$ 12,015 

$ 1 1 ,475 

- Percent  increase 

(decrease)  from 
previous  year 

(40%) 

5% 

26% 

. Telecommunications  firms 

$ 

3,098 

$ 2,950 

$ 

2,601 

- Percent  increase 

(decrease)  from 
previous  year 

5% 

13% 

(45%) 

. Other 

$ 

1 1,377 

$ 13,619 

$ 

1,759 

- Percent  increase 

(decrease)  from 
previous  year 

( 1 6%) 

16% 

(25%) 

Reimbursed  expenses 

$ 

23,766 

$ 20,366 

$ 

8,330 

Total  Revenue 

$ 1 12,217 

$ 97,006 

$79,196 
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• Approximately  97%  of  AMS's  1985  revenue  was  derived  from  the  U.S.,  2% 
from  Canada,  and  I % from  other  foreign  sources. 

NEW  PRODUCTS  AND  SERVICES 

• Recent  announcements  regarding  AMS  products  and  services,  by  target 
market,  include  the  following: 

Financial  Services  Institutions. 

. An  international  Letter  of  Credit  System  (LCS)  was  introduced 
in  1985.  LCS  is  being  completed  in  early  1986  and  will  be 
Installed  initially  at  three  major  banks.  LCS  automates  a bank's 
commercial  and  standby  letters  of  credit  and  related  trade 
products,  allowing  a bank  to  reduce  costs,  improve  control,  and 
upgrade  customer  service. 

. An  International  collection  system,  a companion  product  to  LCS, 
is  also  being  developed  for  completion  in  1 987. 

. The  Relationship  Management  System  (RMS)  is  targeted  for 
completion  in  late  1986.  RMS  will  support  customer  accounting 
analysis,  sales  performance  measurement,  and  customer  profit 
contribution  analysis  and  reporting. 

. The  Loss  and  Stolen  System,  introduced  in  1 985,  supports 
scheduling  and  tracking  of  follow-up  activities  on  lost  or  stolen 
credit  cards. 

. Bureaulink,  which  provides  automated  access  to  data  from  the 
five  major  credit  bureaus,  will  be  introduced  in  1986. 

Federal  Government  Agencies. 

. During  1985  major  work  performed  for  civilian  agencies  included 
preparing  an  information  resource  management  plan  for  the 
Commodity  Futures  Trading  Commission,  implementing  a major 
payroll  system  for  the  Department  of  State,  and  developing  a 
series  of  decision  support  and  expert  systems  for  the  Environ- 
mental Protection  Agency  and  the  National  Archives. 

. In  October  1985  AMS  announced  it  was  awarded  a $30  million 
four-year  contract  to  provide  ADP  studies  and  technical  assist- 
ance to  the  U.S.  General  Services  Administration  and  other 
federal  agencies. 

. Other  contracts,  totalling  over  $7  million,  were  awarded  to  AMS 
by  the  Department  of  Education,  the  Veterans  Administration, 
the  Department  of  Interior,  and  the  Army  National  Guard. 
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State  and  Local  Government. 

. During  1985  AMS  completed  development  of  its  Utility  Billinq 
System. 


The  Local  Education  Agency  Financial  System  for  local  school 
district  financial  management  will  be  introduced  during  1986. 

. In  October  1985  AMS  announced  that  contracts  totalling  $5.9 
rnillion  had  been  signed  with  the  state  of  Massachusetts  and  the 
cities  of  Boston,  Chicago,  and  Tucson  for  AMS  government 
financial  systems  application  software  products. 

Colleges  and  Universities. 

. In  February  1986  AMS  announced  new  contracts  totalling  $1.9 
million  for  its  College  and  University  Financial  System. 

Energy  Companies. 


. AMS  plans  to  expand  its  energy  software  product  applications  to 
include  ^ purchasing/materials  management,  production 
accounting,  and  land/lease  reporting. 

Telecommunications. 

. During  1985  AMS  acquired  rights  to  the  Pacific  Telecom,  Inc. 
(PTI)  Carrier  Access  Billing  System  (CABS),  initially  developed 
to  support  PTI's  15  operating  companies.  AMS's  version,  the 
CABS  Plus  System,  provides  telephone  companies  with  updated 
information  on  regulatory  changes  in  billing  interexchange 
carriers  for  various  types  of  access  services. 


a 
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COMPANY  PROFILE 


AMERICAN  MANAGEMENT  SYSTEMS, 
INC. 

1777  North  Kent  Street 
Arlington,  VA  22209 
(703) 841-6000 


Ivan  Selin,  Chairman 
Charles  Rossotti,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  1,240 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $97,006,000 


THE  COMPANY 

• American  Management  Systems,  Inc.  (aMS),  founded  in  1970,  provides  profes- 
sional services,  processing  and  micrographics  services,  and  applications  soft- 
ware. Since  1982  AMS's  marketing  has  focused  primarily  on  larger  financial 
services  firms,  federal  government  agencies,  state  and  local  governments, 
colleges  and  universities,  energy  companies,  and  telecommunications 
companies. 

• 1984  total  revenue  reached  $97  million,  a 22%  increase  over  1983  revenue  of 
$79.2  million.  Net  income  rose  41%  from  $2  million  in  1983  to  over  $2.8 
million  in  1984.  A five-year  financial  summary  follows: 


AMERICAN  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• On  November  19,  1984,  AMS  entered  into  an  agreement  to  sell  100%  of  the 
shares  of  Executive  Systems,  Inc.  (ESI),  a wholly  owned  subsidiary,  to  an 
officer  of  ESI. 

The  total  consideration  was  $1.5  million,  of  which  $204,000  was  due 
and  paid  January  31,  1985  and  the  remainder  due  in  quarterly  install- 
ments of  $81,000  through  1988. 

As  a result  of  the  sale,  a net  of  tax  gain  of  $230,000  was  recorded  in 
1984. 

ESI  provided  specialty  processing  services  to  associations  and  nonprofit 
organizations  through  its  Bethesda  (MD)  headquarters. 

• Prior  to  1984,  AMS  reported  its  activities  in  four  business  segments,  repre- 
senting four  types  of  services  and  products  that  were  marketed  and  delivered 
somewhat  independently.  Recently,  the  company  has  focused  on  providing  a 
range  of  related  services  and  products  to  its  target  markets— large  organiza- 
tions in  specific  industries— as  follows; 

Financial  services  institutions:  AMS  provides  professional  services  and 
applications  software  products  to  money  center  banks,  major  regional 
banks,  and  other  large  financial  services  firms. 

Federal  government  agencies;  AMS  provides  professional  services, 
facilities  management,  and  processing  services  to  civilian  and  defense 
agencies. 

State  and  local  governments  and  universities:  AMS  provides  applica- 
tions software  products  and  professional  services  to  city,  county,  and 
state  governments  and  colleges  and  universities. 

Energy  companies:  AMS  provides  software  products  and  professional 

services  to  large  energy  companies  and  federal  and  state  agencies. 

Other:  AMS  provides  professional  services  and  processing  for  large 

firms  in  other  industries  and  trade  associations  and  membership  organi- 
zations. 
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• A three-year  summary  of  source  of  revenue  by  target  market  follows: 


AMS 

REVENUE  BY  TARGET  MARKET 
($  thousands) 


— FISCAL  YEAR 

ITEM  ^ 

1984 

1983 

1982 

Service  and  product 

revenue 

. Financial  services 

institutions 

$ 10,796 

$ 6,361 

$ 4,828 

- Percent  increase 

from  previous  year 

70% 

32% 

N/A 

. Federal  government  agencies 

$ 23,037 

$ 16,752 

$ 10,080 

- Percent  increase 

from  previous  year 

38% 

66% 

N/A 

. State  and  local 

government/universities 

$ 14,223 

$ 11,918 

$ 9,992 

- Percent  increase 

from  previous  year 

19% 

19% 

N/A 

. Energy  companies 

$ 12,015 

$ 1 1,475 

$ 9,076 

- Percent  increase 

from  previous  year 

5% 

26% 

N/A 

. Other 

s 16,569 

$ 14,360 

$ 20,320 

- Percent  increase 

(decrease)  from 

previous  year 

15% 

(29%) 

N/A 

Reimbursed  expenses 

$ 20,366 

$ 18,330 

$ 15,346 

Total  Revenue 

$ 97,006 

$79,196 

$ 69,642 

• AMS  management  attributes  increases  in  net  income  to  increased  income 
from  operations,  the  gain  on  the  sale  of  ESI,  and  increased  investment  tax 
credits,  partially  offset  by  increased  net  non-operating  expenses.  A major 
reason  for  the  1984  improvement  in  operating  income  ($5.7  million  in  1984 
compared  to  $4.3  million  in  1983)  was  increased  revenue  and  profit  contribu- 
tions from  AMS's  target  markets,  as  follows: 

A large  share  of  revenue  growth  in  financial  services  was  due  to 
increased  credit  management  software  sales. 
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In  the  federal  government  market,  revenue  growth  continued  in  both 
the  civilian  and  defense  markets  but  was  especially  strong  for  defense- 
related  systems  development  contracts. 

State  and  local  government  and  university  revenue  increases  were  due 
primarily  to  increased  software  package  sales.  In  1984  AMS  added  33 
new  clients  in  this  market. 

Although  total  revenue  from  the  energy  market  grew  by  only  5%  during 
1984,  energy  revenue  exclusive  of  U.S.  Department  of  Interior-related 
work  grew  by  5 1 %. 

• Revenue  for  the  six  months  ending  June  30,  1985  reached  $53.9  million,  a 22% 
increase  over  $44  million  for  the  same  period  in  1984.  Net  income  rose  15%, 
from  $1.1  million  to  nearly  $1.3  million. 

• As  of  December  31,  1984,  AMS  had  approximately  1,240  employees.  There 
are  currently  approximately  1,240  employees. 

• Major  competitors  by  markets  served  include  the  following: 

Financial  services  institutions:  Management  Science  America,  Control 
Data,  and  Anacomp. 

Federal  government  agencies:  "Big  8"  accounting  firms. 

State  and  local  government:  Peat,  Marwick,  Mitchell  & Co., 

Information  Associates,  and  Systems  and  Computer  Technology. 

Energy  firms:  "Big  8"  accounting  firms,  Excalibur,  and  J.  D.  Edwards. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  72%  of  AMS's  1984  revenue  was  derived  from  professional 
services,  18%  from  processing  services,  and  10%  from  applications  software. 

A profile  of  the  applications  available  on  AMS's  network  (called 
AMShare)  is  presented  in  Exhibit  A. 

Software  packages  available  from  AMS  are  presented  in  Exhibit  B. 
AMS  has  developed  reusable  proprietary  software,  referred  to  as  its 
CORE  foundation  software,  that  serves  as  the  core  from  which  AMS 
builds  its  custom  applications  and  standard  software  products.  This 
software  includes  the  following  components:  table  manager,  trans- 

action processor,  document  processor,  tutorial  manager,  structured 
menu  facility,  two-way  micro-link,  reporter,  inquirer,  report  distribu- 
tion manager,  and  on-line  job  manager. 
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EXHIBIT  A 

AMS'S  AMSHARE  NETWORK  SERVICE  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  4341/4381  OS,  MVS,  JES2 

- IBM  4341,  VM,  DOS/VSE,  CMS,  CIOS 

- DEC  SYSTEM -20/60 

- DEC  PDP-11,  RSX-11M,  RSX-11M  PLUS 

- DEC  VAX 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- FORTRAN  - BLISS 

- COBOL  - APLSF 

- PASCAL  - LISP 

- WYLBUR  - SNOBOL 

- BASIC  - FLECS 

- MACRO  - SDPL 

• DATA  MANAGEMENT  SOFTWARE 

- DAZZLE 

- ACCENTR 

- SYSTEM  1022 

- PANVALET 

- EASYTRIEVE 

- FAST 

• FINANCIAL  APPLICATIONS 

- CFMS  (COMPREHENSIVE  FINANCIAL 
MANAGEMENT  SYSTEM) 

- AIMS  (ASSOCIATION  INFORMATION 
MANAGEMENT  SYSTEM) 


APPLICATION  AREA/PRODUCT  NAME 


• DISTRIBUTION 

• MATHEMATICS  AND  STATISTICS 

- SPSS 

- SAS 

- EMPIRE 

• DECISION  SUPPORT 

- STRATEGM 

• GRAPHICS 

- DISSPLA 

- TELL-A-GRAF 

• PROJECT  MANAGEMENT 

- PROJECT/2 

- SLIM 

• TEXT  RETRIEVAL/WORD  PROCESSING 

- MUSE 

• COMPUTER  DRIVEN  LASER  PRINTER 
(X9700) 

• COMPUTER  OUTPUT  MICROFILM 

• OPTICAL  CHARACTER  RECOGNITION 

• ON-LINE  TRANSACTION  PROCESSING 
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EXHIBIT  B 

AMS  APPLICATIONS  SOFTWARE  PRODUCTS* 


PRODUCT 

DISCRIPTION 

NUMBER 

INSTALLED 

HARDWARE 

REQUIREMENTS 

Computer  Assisted 
Collection  System 

Collection  Management 
System 

32 

IBM  370,  43XX,  30XX, 
Wang  VS,  Tandem  NonStop 

Automated  Credit 
Application  Processing 
System 

Customer  Credit 
Application  Processing 
System 

1 

IBM  370,  43XX,  30XX 

Corporate  Deposit  System 

Deposit  Accounting 

3 

IBM  43XX,  30XX 

Letter  of  Credit  and 
Collection  System 

Letter  of  Credit  Processing 
System 

Available 

1986 

IBM  370,  43XX,  30XX 

Local  Government  Financial 
System 

Accounting  and  Financial 
Management  System 

60 

IBM  370,  43XX,  30XX; 
DEC  VAX 

Government  Financial 
System 

Accounting  and  Financial 
Reporting  System  for 
Government  Agencies 

7 

IBM  370,  43XX,  30XX; 
DEC  VAX 

On-Line  Appraisal  and 
Statistical 

Information  System 

Property  Valuation, 
Taxation,  and  Information 
System 

26 

IBM  370,  43XX,  30XX; 
Burroughs  3000 

College  and  University 
Financial  System 

Financial  Management 
System 

37 

IBM  370,  43XX,  30XX 

Alumni  Development 
Information  System 

Fundraising  Management 
System 

New 

IBM  360,  370,  43XX,  30XX; 
HP  3000 

Oil  and  Gas  Information 
System 

Energy  Accounting  and 
Financial  Control 
System 

15 

IBM  370,  43XX,  30XX; 
DEC  PDP-11/70,  VAX; 
Wang  VS 

Revenue  Management 
System 

Oil/Gas  Revenue  Manage- 
ment System 

N/A 

IBM  370,  43XX,  30XX; 
DEC  PDP-11/70,  VAX; 
Wang  VS 

Property  Accounting  and 
Control  System 

Fixed  Asset  Accounting 
for  Energy  Industry 

N/A 

IBM  370,  43XX,  30XX; 
DEC  PDP-11/70,  VAX; 
Wang  VS 

AMS  Timekeeper's 
Workstation 

Automated  Timekeeping 
System 

N/A 

IBM  PC/XT  and  AT 

♦Pricing  available  from  vendor  upon  request. 
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• AMS  product/service  revenue  is  recognized  as  follows; 

For  large  professional  services  contracts,  AMS  typically  contracts  for 
one  phase  (design,  development,  and  implementation)  at  a time.  AMS 
generally  contracts  either  on  the  basis  of  reimbursement  of  costs  plus  a 
fixed  fee,  a fixed  ceiling  price  for  each  phase,  unit  rates  for  time  and 
materials  used,  or  for  services  sold  at  unit  prices.  In  most  cases,  AMS 
receives  monthly  or  per  deliverable  progress  payments.  Most  of  AMS's 
revenue  is  from  projects  performed  under  cost  plus  contracts,  or  under 
fixed  or  ceiling  price  contracts  in  which  AMS  recognizes  revenue  based 
on  the  percent  of  work  complete.  Many  of  AMS's  projects  require  six 
or  more  months  to  complete. 

Revenue  from  processing  services  is  recorded  on  the  basis  of  usage  at 
scheduled  prices  per  unit  of  production,  or  the  contract  minimum 
monthly  charge,  whichever  is  greater. 

Revenue  from  licenses  for  packaged  software  is  recorded  at  the  time 
the  contract  is  signed,  less  an  amount  approximate  to  costs  required  to 
complete  the  contract  which  is  later  recognized  on  a percent  of 
completion  basis. 

• AMS  targets  its  products  and  services  to  larger  financial  services  firms, 
federal  government  agencies,  state  and  local  governments,  colleges  and 
universities,  energy  companies,  and  telecommunications  firms.  In  the  discus- 
sion that  follows,  AMS's  professional  services,  processing  services,  and  soft- 
ware products  will  be  described  in  relation  to  these  target  markets. 

• AMS  provides  professional  services  and  applications  software  products  to  over 
30  financial  services  institutions.  Revenue  from  this  segment  was  $10.8 
million  in  1984,  a 70%  increase  over  $6.4  million  for  1983.  AMS  clients 
currently  include  13  of  the  top  20  U.S.  commercial  banks. 

AMS  works  with  money  centers  and  major  regional  banks,  focusing  on 
problems  in  credit  management,  deposit  accounting,  and  cash  manage- 
ment, money  market  and  foreign  exchange  trading,  and  profitability 
systems  that  measure  performance  of  customer  accounts,  products,  and 
management. 

AMS's  family  of  Credit  Management  Systems  applications  software  is 
marketed  to  organizations  that  extend  creOit  to  consumers  and  busi- 
nesses, including  banks,  credit  card  companies,  retailers,  utilities,  and 
governments. 

. The  Computer  Assisted  Collection  System  (CACS),  first  devel- 
oped for  Wells  Fargo  Bank  in  1980,  automates  the  scheduling, 
assignment,  and  distribution  of  collection  work. 

CACS  provides  users  with  on-line  access  to  current 
accounting,  collection,  and  performance  data;  replacing 
hard  copy  collection  cards  and  manual  recordkeeping. 
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The  system  prepares  work  lists  of  accounts  for  super- 
visor, collector,  and  clerical  attention  according  to 
management  determined  priorities. 

Other  features  include  automatic  and  on-demand  letter 
generation  and  credit  bureau  report  requests,  collector 
performance  monitoring  reports,  collection  history  and 
audit  trails,  automatic  and  on-demand  account  routing 
for  supervisory  review,  and  integrated  interfaces  with  the 
host  accounting  system. 

The  number  of  CACS  clients  quadrupled  in  1984.  Current 
clients  include  American  Express,  Royal  Bank  of  Canada, 
Bank  of  Montreal,  Zale  Corporation,  Diner's  Club  U.K., 
the  Commonwealth  of  Pennsylvania,  the  State  of 
Arizona,  and  Filene's  Department  Stores. 

. The  Automated  Credit  Application  Processing  System  (ACAPS), 
introduced  in  1984,  supports  regional  and/or  centralized  proces- 
sing of  customer  applications  for  credit  or  services. 

ACAPS  manages  the  application  process  from  initial  data 
entry  and  screening  through  investigation,  credit  analysis, 
credit  decision,  follow-up,  and  account  setup.  The 
system  records  actions  taken  on  an  application,  performs 
credit  scores,  and  automatically  requests  and  retrieves 
credit  reports. 

ACAPS  clients  include  Wells  Fargo  Bank. 

. AMS  is  currently  developing  credit  management  systems  for 
customer  service,  fraud  control,  and  tracking  lost  or  stolen 
credit  cards. 

AMS  markets  its  family  of  Corporate  Banking  Systems  applications 
software  to  large  money  center  and  regional  banks  (more  than  $2 
billion  in  assets  with  substantial  corporation  deposits). 

. The  Corporate  Deposit  System  (CDS),  introduced  in  1984,  is  a 
table-driven  deposit  accounting  system  for  banks  with  a signifi- 
cant number  of  corporate  accounts. 

In  addition  to  deposit  accounting,  CDS  supports 
automatic  funds  transfer,  overdraft  and  other  interest- 
sensitive  accounting,  customer  and  profitability  analysis 
and  reporting,  and  on-line  data  entry  and  inquiry 
functions. 

An  expanded  on-line  financial  posting  capability  that 
monitors  intra-day  balances  and  transactions  will  be 
released  in  1986. 
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. The  Letter  of  Credit  and  Collection  System,  currently  under 
development,  will  permit  bonks  to  manage  international  finan- 
cial services  provided  to  corporate  customers,  including  letters 
of  credit,  bankers  acceptance,  bank-to-bank  reimbursements, 
and  collections.  Availability  is  scheduled  for  early  1986. 

. AMS  is  also  developing  software  for  corporate  loans  and 
treasury  applications  such  as  foreign  exchange. 

The  Corporate  Financial  System,  a core  accounting  system,  is  no  longer 
actively  marketed  as  a separate  product. 

• AMS  provides  professional  services,  processing  and  facilities  management 
services  to  civilian  and  defense  agencies  of  the  federal  government.  Revenue 
from  this  segment  reached  $23  million  in  1984,  a 38%  increase  over  $16.8 
million  in  1 983. 

In  1982,  AMS  signed  a three-year  basic  task  order  agreement  with  the 
General  Services  Administration  under  which  AMS  would  provide  data 
processing  systems  consulting  and  systems  design  services.  As  a result, 
AMS  performed  systems  and  maintenance  engineering  projects  for  an 
additional  35  agencies  in  1984  and  9 agencies  in  1983  for  which  it  had 
not  previously  worked.  AMS  currently  provides  services  to  over  50 
civilian  and  defense  agencies  including  long-standing  clients  such  as  the 
U.S.  Naval  Sea  Systems  Command,  the  Department  of  State,  and  the 
Environmental  Protection  Agency. 

Professional  services  provided  to  civilian  agencies  have  included  the 
use  of  local  area  networks,  advanced  data  base  management  systems, 
micro-mainframe  architectures,  and  expert  and  decision  support 
systems. 

. Services  provided  range  from  information  planning  and  tech- 
nology assessment,  through  the  detailed  design  and  implementa- 
tion of  systems. 

. Areas  of  specialization  include  office  automation  and  communi- 
cations, expert  and  decision  support  systems,  financial  and  cash 
management  systems,  payroll/personnel  systems,  and  operations 
management. 

. During  1984  major  projects  included:  the  design  and  implemen- 
tation of  a government-wide  cash  management  system  for  the 
U.S.  Department  of  the  Treasury;  the  implementation  of  a major 
payroll  system  for  the  State  Department;  the  development  of  a 
series  of  decision  support  systems  for  the  Environment  Protec- 
tion Agency  and  the  General  Services  Administration;  and 
supporting  operations  management  systems  for  the  Government 
Accounting  Office  and  Interstate  Commerce  Commission. 
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. AMS  currently  has  contracts  with  the  Department  of  Agri- 
culture, Housing  and  Urban  Development  and  the  Department  of 
Commerce. 

AMS  provides  professional  services  to  a variety  of  agencies  in  the 
Army,  Navy,  Air  Force,  and  Marine  Corps  in  the  areas  of  information 
systems,  high  technology  logistics  and  maintenance  engineering, 
weapons  systems  acquisition^  and  military  command,  control,  commun- 
ications, and  intelligence  (C‘^1). 

. Information  systems  work  includes  consulting  and  systems 
development  for  administrative  systems,  strategic  systems 
planning,  EDP  acquisitions  support,  quality  assurance  and 
independent  verification  and  validation,  and  life-cycle  manage- 
ment documentation  support.  Many  projects  have  included 
micro-mainframe  architectures  and  the  installation  of  depart- 
mental systems  in  a UNIX-based  environment. 

. In  the  field  of  engineering  and  logistics  support  for  ships, 
aircraft,  and  major  weapons  systems,  key  projects  include: 
devising  new  maintenance  procedures  based  on  assessment  of 
equipment  reliability;  employing  automated  systems  for  test  and 
diagnostic  functions;  and  linking  inventory  systems  to  require- 
ments of  the  weapons  systems  they  support. 

. AMS  is  also  involved  in  projects  to  improve  headquarters  and 
field  logistics  management  functions,  including  the  development 
of  decision  modules  and  performance  standards  for  maintenance, 
supply,  and  other  logistics  elements. 

. Weapons  systems  acquisition  and  C l represent  areas  for 
continued  growth  within  the  Department  of  Defense.  AMS  is 
actively  increasing  its  involvement  in  these  segments  and  is 
involved  in  several  major  projects  through  prime  contractors 
including  GTE,  McDonnell-Douglas,  Westinghouse,  and  General 
Dynamics. 

. In  April  1984,  AMS  formed  AMS  Technical  Systems,  Inc.,  a 
subsidiary  dedicated  to  obtaining  long-term  contracts  with 
defense  clients. 

Processing  services  provided  to  agencies  include  developing  and 
operating  systems  customized  to  federal  agency  requirements.  AMS 
participates  in  the  General  Services  Administration  Teleprocessing 
Services  Program  under  which  U.S.  government  agencies  and  depart- 
ments can  purchase  processing  services  from  private  computer  services 
vendors. 

AMS  also  provides  facilities  management  services  to  several  agencies. 
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• AMS  provides  applications  software  and  associated  support  services  to  state 
and  local  governments  and  colleges  and  universities.  Revenue  from  this 
segment  reached  $14.2  million  in  1984,  a 19%  increase  over  $1 1.9  million  for 
1983.  AMS  added  33  new  clients  in  this  market  during  1984,  bringing  its  total 
client  base  to  over  125. 

AMS  markets  an  integrated  family  of  applications  software  products  to 

state  and  local  governments  for  accounting  and  financial  management. 

. The  Local  Government  Financial  System  (LGFS)  is  an  integrated 
system  providing  expense  and  revenue  budgeting;  appropriation, 
expenditure,  and  cost  accounting;  general  ledger,  accounts 
payable  and  receivable,  and  cash  disbursements;  and  encum- 
brance control.  Options  include  utility  billing,  job  cost  and  fixed 
asset  accounting,  payroll/personnel,  performance  measurement, 
investment  inventory,  and  position  management.  The  package  is 
specifically  designed  for  use  by  cities,  counties,  special 
districts,  and  state  government  agencies. 

During  1984  AMS  added  three  new  subsystems  to  LGFS; 
extended  purchasing,  advance  budget  preparation,  and 
cost  allocation. 

LGFS  clients  include  the  cities  of  Dallas,  Modesto  (CA), 
New  Hanover  (NC),  Tucson  (AZ),  and  Kingsport  (TN). 

. The  Government  Financial  System  (GFS),  introduced  in  1981, 
provides  budgeting,  accounting,  and  financial  reporting  for  large 
government  agencies  such  as  federal  agencies,  state  govern- 
ments, and  large  cities. 

The  system  supports  all  major  government  financial 
functions  as  well  as  supporting  GAAP-based  reporting. 

GFS  clients  include  the  state  of  New  Hampshire,  the 
Canadian  Department  of  National  Defence,  and  the  city 
of  Los  Angeles. 

. The  On-Line  Appraisal  and  Statistical  information  System 

(OASIS)  maintains  property  information  and  performs  property 
valuation,  tax  roll  preparation,  and  tax  collections.  The  system 
has  three  subsystems  which  may  be  used  independently  or  an  an 
integrated  system.  The  subsystems  are  Administrative  and  Tax 
Roll,  Tax  Accounting,  and  Appraisal  and  Analysis.  OASIS  clients 
include  Columbia  County  (GA),  Bernalillo  County  (NM),  and 
DeKalb  County  (GA). 

. AMS  is  capitalizing  on  its  presence  in  the  state  and  local 

government  market  to  offer  other  AMS  packages  including 
CACS. 
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Products  marketed  to  colleges  and  universities  include: 

. The  College  and  University  Financial  System  (CUFS)  is  a finan- 
cial management  system  that  provides  budgeting,  revenue 
accounting,  and  accounts  receivable,  expenditure  accounting  and 
accounts  payable,  general  ledger,  grants  management,  cash 
management,  purchasing,  job  cost  accounting,  and  financial 
reporting. 

The  number  of  CUFS  clients  more  than  doubled  in  1984. 
Clients  include  the  University  System  of  New  Hampshire, 
New  York  University  Medical  Center,  and  Texas  Southern 
University. 

. The  Alumni  Development  Information  System  (ADIS),  introduced 
in  1985,  supports  fundraising  and  alumni  activities  for  universi- 
ties and  nonprofit  organizations. 

ADIS  Alumni  clients  include  Harvard  University  and 
Notre  Dame  University. 

AMS  provides  applications  software  products  and  custom  system  development 
and  support  services  to  institutions  and  agencies  for  energy  management. 
Revenue  from  this  segment  reached  $12  million  in  1984,  a 5%  increase  over 
nearly  $1 1.5  million  reported  in  1983.  Revenue  exclusive  of  the  U.S.  Minerals 
Management  Service  contract  grew  by  51%  during  1984. 

The  Oil  and  Gas  Information  System  (OGIS),  introduced  in  1981,  is  an 
energy  accounting  and  financial  control  software  product  designed  for 
energy  frims  involved  in  exploration  and  production,  refining  and 
marketing,  or  supply  and  transportation. 

. OGIS  provides  information  to  monitor  exploration,  drilling, 
completion,  work-over,  and  production  activities,  and  it  dis- 
tributes expenditures  to  joint  venture  participants. 

. System  features  include  general  ledger,  accounts  receivable, 
accounts  payable,  consolidations,  allocations,  budgeting,  author- 
ization for  expenditure  accounting  and  reporting,  joint  interest 
billing,  capital  budgeting,  and  lease  operating  reporting. 

. OGIS  clients  include  Consolidated  Natural  Gas,  Santa  Fe  Energy, 
Standard  Oil  of  Indiana,  Valero  Corporation,  Shell  Pipeline,  and 
Tesoro  Petroleum. 

The  Revenue  Management  System  (RMS),  introduced  in  1984,  is  a 
companion  product  to  OGIS.  RMS  calculates,  controls,  and  distributes 
revenue  for  oil  and  gas  sales,  taking  into  account  contract  arrange- 
ments as  well  as  federal  and  state  taxes. 
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The  Property  Accounting  and  Control  System  (PACS),  introduced  in 
1985,  is  a second  companion  product  to  OGIS  that  performs  fixed  asset 
accounting  functions  tailored  to  the  requirements  of  the  oil  and  gas 
industry. 

AMS  is  currently  developing  new  products  for  production  accounting 
and  land/lease  reporting. 

AMS  provides  custom  system  development  and  consulting  services  for 
energy  management  as  follows: 

. Services  provided  include  business  consulting  to  help  clients 
identify  profitable  areas  for  system  development,  and  the 
preparation  of  strategic  plans  for  management  information 
systems;  systems  development,  from  initial  concept  definition 
through  system  design,  development,  implementation,  and 
support;  and  technical  consulting  in  such  areas  as  hardware 
planning,  network  design,  operational  evaluations  and  timing, 
and  systems  software  support. 

. The  company  has  developed  three  major  systems  for  the 
Minerals  Management  Service  of  the  U.S.  Department  of 
Interior.  These  systems  help  track,  collect,  and  report  on 
royalties  due  from  oil  and  gas  production  on  federal  lands. 
Revenue  from  this  client  was  approximately  $6  million  in  1984 
compared  to  $9  million  in  1983  because  of  decreased  work  levels 
on  this  contract. 

. AMS  has  provided  consulting  services  since  1977  to  Standard  Oil 
Company  of  Indiana  for  the  development  of  an  information 
system  that  integrates  20  major  production,  distribution,  and 
accounting  systems.  The  three-phase  plan  for  implementation 
includes:  input  systems  (pipeline  accounting,  product  move- 

ment, crude  oil  accounting,  and  accounts  receivable);  general 
financial  systems;  and  sales-oriented  systems. 

In  late  1984  AMS  announced  it  would  be  consolidating  its  staff  serving 
the  energy  industry  to  its  Southwestern  Regional  Office  in  Houston. 

• Other  AMS  market  areas  for  its  products  and  services  include  the  following: 
Telecommunications  Industry. 

. For  over  nine  years  AMS  has  been  providing  systems  develop- 
ment and  support  services  for  MCI  in  the  area  of  order  proces- 
sing, billing,  accounts  receivable,  and  collections.  AMS  has 
managed  projects  for  the  parent  company  and  subsidiaries, 
including  MCI  Telecommunications  Corporation,  MCI  Inter- 
national, Inc.,  MCI  Digital  Information  Services  Corporation, 
and  Western  Union  International,  Inc. 
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. AMS  plans  to  develop  packaged  software  tailored  to  this 
industry  segment. 

Trade  Associations  and  Membership  Organizations. 

. During  1984  AMS  won  a multi-year  contract  with  the  American 
Association  of  Retired  Persons  (AARP)  to  design  and  develop 
new  systems  to  manage  AARP's  information  on  its  18  million 
members.  AMS  will  also  set  up  and  operate  a new  computer 
facility  for  the  association. 

. Since  1972  AMS  has  provided  processing  services  to  dozens  of 
associations  and  membership  organizations  including  the  Associ- 
ation of  Flight  Attendants,  the  Archeological  Institute  of 
America,  and  the  National  Women's  Political  Caucus.  Member- 
ship accounting,  billing,  payroll,  and  related  services  are 
provided  via  the  Arlington  data  center. 

Other  Industries. 

. AMS  has  provided  consulting  and  systems  design  and  develop- 
ment services  to  large  corporations  in  forest  products,  retail, 
and  manufacturing.  Current  clients  include  Weyerhaeuser 
Company  and  Safeway. 

. AMS  designed  the  LIBRIS  book  ordering  system  for  The  Baker  & 
Taylor  Company.  LIBRIS  electronically  links  libraries  across  the 
country  to  Baker  & Taylor's  nationwide  book  distribution 
centers. 

. AMS  provides  computer  output  microfilm,  laser  printing,  and 
other  micrographic  services  to  a variety  of  industries. 

. General  business  processing  clients  are  principally  medium-sized 
real  estate,  construction,  and  services  businesses. 

. In  late  1984  AMS  introduced  the  AMS  Timekeeper's  Workstation, 
an  automated  timekeeping  software  product  for  the  IBM  PC/XT 
and  AT. 

The  system  can  interface  with  a mainframe  payroll 
system  or  operate  as  a standalone  product. 

The  Timekeeper's  Workstation  takes  raw  time  data  from 
badge  readers  or  timesheets,  automatically  calculates 
regular  pay,  overtime,  author ized/unauthorized  leave, 
and  special  exception  events  based  on  an  employee's 
particular  job  title  and  characteristics.  Cost  analysis, 
expenditure  control,  and  management  reports  are  also 
provided. 
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The  target  market  for  this  product  is  large  and  medium 
organizations  that  have  employees  working  multiple 
shifts,  use  time  cards  to  record  work  hours,  and  have 
complicated  work  rules  for  calculating  pay  and  accruing 
leave. 


INDUSTRY  MARKETS 

• In  1984  AMS  product  and  service  revenue  was  derived  approximately  as 
follows: 


Federal  government 

36% 

State  and  local  government 

and  universities 

18 

Energy  firms 

15 

Banking  and  finance 

13 

Other 

18 

100% 

• In  1984  the  five  most  significant  customers,  collectively  accounting  for  24% 
of  services  and  products  revenue,  were  the  Minerals  Management  Service  of 
the  Interior  Department  (8%),  the  U.S.  Naval  Sea  Systems  Command  (7%), 
Citibank  (3%),  MCI  Communications  Corporation  (3%),  and  the  Santa  Fe 
Energy  Company  (3%). 

• Work  for  federal  agencies  in  total  represented  $27.4  million,  or  36%,  of 
service  and  products  revenue,  including  $10.3  million,  or  13%,  performed  for 
35  federal  clients  under  AMS's  basic  task  order  agreement  with  the  General 
Services  Administration. 

• AMS's  target  markets  for  its  products  and  services  include  the  following; 

The  300  largest  banks  and  other  larger  financial  services  firms. 

Civilian  and  defense  government  agencies. 

The  350  largest  state  agencies  and  local  governments. 

The  300  largest  colleges  and  universities. 

The  150  largest  energy  firms. 

GEOGRAPHIC  MARKETS 

• Approximately  99%  of  AMS's  1984  revenue  was  derived  from  the  U.S.  and  1% 
from  Canada. 

• AMS  has  regional  offices  located  in  New  York  City,  Chicago,  Lakewood  (CO), 
Houston,  and  Redwood  City  (CA).  Additional  offices  are  located  in  Boston, 
Norfolk  (VA),  and  San  Bernadino  (CA). 
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COMPUTER  HARDWARE  AND  SOFTWARE 


• AMS  has  the  following  equipment  installed  in  its  Arlington  data  center: 

2 IBM  4341s,  MVS,  VM. 

I IBM  4381-3,  MVS/XA. 

4 DEC  VAX- 1 1 /785s. 

6 DECSYST£M-20/60s. 

7 DEC  PDP-1  l/70s. 

I HP  3000. 

I Harris  300. 


AMS  operates  its  own  data  communications  network  of  high-  and  low- 
speed  telephone  lines,  in  addition  to  using  the  GTE-Telenet  service 
with  DECSYSTEM-20/60s. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  OCTOBER  1982 


AMERICAN  MANAGEMENT  SYSTEMS, 
INC. 

1777  North  Kent  Street 
Arlington,  VA  22209 
(703)  841-6000 


Ivon  Selin,  Chairman 
Charles  Rossotti,  President 
Public  Corporation,  OTC 
Total  Employees:  842 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $69,642,000 
Computer  Services  Revenue: 
$63,000,000* 


AMERICAN  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


*INPUT  estimate 
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• The  following  table  shows  the  revenue  and  profit  distribution  of  AMS's  busi- 
ness segments  for  the  last  five  years: 


AMS 

REVENUE  BY  BUSINESS  SEGMENT 
AND  PROFIT  CONTRIBUTION* 

($  thousands) 


FISCAL  YEAR 

ITEM 

1982 

1981 

1980 

1979 

1978 

Custom  Systems 

$ 29,423 

$ 24,998 

$ 24,560 

$ 23,269 

$ 13,758 

. Percent  of  total 

42% 

38% 

42% 

48% 

43% 

. Profit  contribution 

$ 680 

$ 5,615 

$ 7,591 

$ 5,438 

$ 4,079 

Computer  Services** 

$21,089 

$ 22,695 

$ 19,737 

$ 16,093 

$ 10,863 

. Percent  of  total 

30% 

35% 

34% 

33% 

34% 

. Profit  contribution 

$ 4,095 

$ 1,624 

$ 2,344 

$ 2,541 

$ 1,191 

Packaged  Systems 

$ 6,129 

$ 6,816 

$ 4,052 

$ 1,247 

$ 635 

. Percent  of  total 

9% 

10% 

7% 

3% 

2% 

. Profit  contribution 
(loss) 

$ (3,747) 

$ (5,197) 

$ (5,176) 

$ (4,949) 

$ (2,592) 

Federal  Consulting 

$ 13,001 

$ 1 1,125 

$ 10,156 

$ 7,490 

$ 6,625 

. Percent  of  total 

19% 

17% 

17% 

16% 

21% 

. Profit  contribution 

$ 1,496 

$ 1,999 

$ 2,730 

$ 1,935 

$ 1,358 

Total  revenue 

$ 69,642 

$ 65,634 

$ 58,505 

$48,099 

$31,881 

* Profit  contribution:  prior  to  general  corporate  expenses,  miscellaneous  income, 
interest  expenses,  and  the  provision  for  restructuring  the  Computer  Services 
segment  in  1981. 

**  Excludes  intersegment  revenue. 

SOURCE  OF  REVENUE 

• AMS's  1982  revenue  sources  are  estimated  as  follows: 


Percent 

Revenue 

of  Revenue 

($  millions) 

Professional  services 

52% 

$35.9 

Processing  services 

30 

21.1 

Software  products 

9 

6.0 

Management  consulting 
(non-EDP  related) 

_9 

6.6 

100% 

$69.6 
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COMPANY  HIGHLIGHT 


AMERICAN  MANAGEMENT  SYSTEMS, 
INC 

I 111  North  Kent  Street 
Arlington,  VA  22209 
(703)  841-6000 


Ivon  Selin,  Chairman 
Charles  Rossotti,  President 
Public  Corporation,  OTC 
Total  Employees:  1,000 
Total  Revenue,  Fiscal  Year  End 
12/31/81:  $65,634,000 
Computer  Services  Revenue: 
$56,434,000 


THE  COMPANY 

• American  Management  Systems  (AMS)  was  founded  in  1970  as  a privately  held 
corporation.  In  1979  AMS  became  publicly  held  through  an  over-the-counter 
common  stock  offering.  AMS's  business  is  concentrated  in  four  major 
segments: 

Custom  Systems  provides  professional  services,  primarily  the  develop- 
ment of  financial  and  distribution  management  systems  for  large 
businesses  and  state  and  local  government  organizations. 

Computer  Services  provides  processing  and  micrographics  services  to 
associations,  professional  services  firms,  businesses,  and  government 
agencies. 

Packaged  Systems  markets  software  products  for  use  by  government 
agencies,  energy  firms,  and  general  business  companies. 

Federal  Consulting  provides  consulting  services  directed  toward  the 
management  and  administration  of  federal  programs. 

• AMS  revenue  increased  12%  in  1981  to  $65.6  million,  from  $58.5  million  in 
1980.  The  company  registered  a net  loss  of  $749,000  in  1981,  as  compared 
with  net  income  of  $2.1  million  in  1980.  A five-year  financial  summary 
follows: 


I of  13 

October  I 982 


©1982  by  INPUT.  Reproduction  Prohibited. 


INPUT 


AMERICAN  MANAGEMENT  SYSTEMS,  INC. 


AMS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

1981 

1980 

1979 

1978 

1977 

Revenue 

$65,634 

$58,505 

$48,099 

$31 ,881 

$21,195 

. Percent  increase 
from  previous  year 

12% 

22% 

51% 

50% 

72% 

Income  (Loss)  Before 
Taxes 

$(2,030) 

$ 3,679 

$ 2,180 

$ 2,259 

$ 2,157 

. Percent  increase 
(decrease)  from 
previous  year 

(155%) 

69% 

(3%) 

5% 

12% 

Net  Income  (Loss) 

$ (749) 

$ 2,149 

$ 1,724 

$ 1,441 

$ 1,197 

. Percent  increase 
(decrease)  from 
previous  year 

(135%) 

25% 

20% 

20% 

24% 

Earnings  Per  Share 

$ (0.46) 

$ 1.40 

$ 1.21 

$ 1.28 

$ 1.00 

. Percent  increase 
(decrease)  from 
previous  year 

(133%) 

16% 

(5%) 

28% 

28% 

Losses  in  1981  were  attributed  to: 


. Expenses  resulting  from  increased  marketing  efforts  and  costs  of 
about  $1.5  million  relating  to  consolidation  into  new  head- 
quarters. 

. Revenues  increasing  at  a rate  not  high  enough  to  cover  the 
additional  expenses. 

. Losses  continuing  in  the  Packaged  Systems  segment  due  to 
investments  in  developing  a line  of  software  products. 

. A provision  of  approximately  $1.1  million  recognized  in  1981 
covering  expected  1982  operating  losses  and  costs  of  sale  and 
reconfiguration  related  to  the  IBM  timesharing  component  of 
AMS's  Computer  Services  segment,  which  the  company  sold  in 
March  1982.  Without  the  provision,  1981  net  loss  would  have 
been  $149,000,  or  $0.09  per  share. 

• The  following  table  shows  the  revenue  and  profit  distribution  of  AMS's  business 
segments  for  the  last  five  years: 
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AMS 

REVENUE  BY  BUSINESS  SEGMENT 
AND  PROFIT  CONTRIBUTION* 
($  thousands) 


YEAR 

ITEM 

1981 

1980 

1979 

1978 

1977  ' 

Custom  Systems 

$24,998 

$24,560 

$23,269 

$13,758 

$ 7,346 

. Percent  of  Total 

38% 

42% 

48% 

43% 

35% 

. Profit  Contribution 

$ 5,615 

$ 7,591 

$ 5,438 

$ 4,079 

$ 2,012 

Computer  Services** 

$22,695 

$19,737 

$16,093 

$10,863 

$ 7,257 

. Percent  of  Total 

35% 

34% 

33% 

34% 

34% 

. Profit  Contribution 

$ 1,624 

$ 2,344 

$ 2,541 

$ 1,191 

$ 1,043 

Packaged  Systems 

$ 6,816 

$ 4,052 

$ 1,247 

$ 635 

$ 170 

. Percent  of  Total 

10% 

7% 

3% 

2% 

1% 

. Profit  Contribution 
(Loss) 

$(5,197) 

$(5,176) 

$(4,949) 

$(2,592) 

$(1,059) 

Federal  Consulting 

$11,125 

$10,156 

$ 7,490 

$ 6,625 

$ 6,422 

. Percent  of  Total 

17% 

17% 

16% 

21% 

30% 

. Profit  Contribution 

$ 1,999 

$ 2,730 

$ 1,935 

$ 1,358 

$ 1,368 

Total  Revenue 

$64,634 

$58,505 

$48,099 

$31,881 

$21,195 

* Profit  contribution;  prior  to  general  corporate  expenses,  miscellaneous  income, 
interest  expenses,  and  the  provision  for  restructuring  the  Computer  Services 
segment  in  1981. 

**  Excludes  inter -segment  revenue. 

AMS  modified  procedures  for  allocating  indirect  expenses  in  1981. 
Research  and  development  and  general  corporate  expense  now  include  a 
portion  of  costs  formerly  included  in  operating  expenses  and  are 
therefore  five  to  ten  percent  higher  in  1981.  Modifications  were  also 
made  to  allocate  R&D  as  a business  segment  expense.  Segment  profits 
have  been  restated  to  account  for  these  changes.  A two-year  summary 
of  R&D  expenses  by  business  segment  follows  ($  thousands). 


Custom  Systems 
Packaged  Systems 
Computer  Services 
Federal  Consulting 


1981  1980 

$ 353  $ 103 

4,191  3,943 

589  623 


$5,133  $4,669 
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Custom  Systems  revenue  increased  only  2%  in  1981.  Business  develop- 
ment efforts  ore  being  expanded  in  order  to  replace  the  large  number  of 
projects  completed  in  1981.  The  26%  decrease  in  this  segment's  profit 
resulted  from  overhead  expenses  increasing  more  than  project  profits. 
Expenses  included  the  opening  of  new  offices  in  Houston  and  Denver, 
additional  business  development  activities,  and  the  move  to  new  head- 
quarters. 

Computer  Services  revenue  increased  15%  mainly  due  to  the  acquisition 
of  Executive  Systems,  Inc.  in  the  second  quarter  of  1981.  Profit 
declined  31%  primarily  because  of  losses  in  AMS's  IBM  timesharing 
business  and  the  move  to  new  headquarters. 

Packaged  Systems  revenue  grew  68%  due  to  expansion  of  AMS's 
software  product  business.  The  segment's  loss  remained  approximately 
the  same  because  of  high  research  and  development  and  marketing 
costs. 

While  Federal  Consulting  revenue  increased  10%,  profits  were  down 
27%.  Business  slowed  because  of  major  budget  reductions  in  non- 
defense agencies  of  the  federal  government. 

• Revenue  for  the  nine  months  ending  September  1982  was  $51.6  million,  a 7% 
increase  over  $48.1  million  in  1981.  AMS  incurred  a net  loss  of  $897,000 
during  this  period,  as  compared  with  a net  loss  of  $81,000  in  1981. 

During  the  third  quarter,  AMS  established  a $3  million  provision  for  a 
potential  write-off  of  contract  claims  subject  to  litigation.  On  a nine- 
month  basis,  AMS  would  have  had  net  income  of  $621,000  without  the 
provision. 

Since  the  provision  was  charged  to  Custom  Systems,  profits  for  this 
segment  were  significantly  reduced  from  1981. 

• On  March  I,  1982,  AMS  sold  its  IBM-based  timesharing  business  to  Martin 
Marietta  Corporation.  This  component  accounted  for  approximately  $5.6 
million  in  1981  AMS  revenue  but  had  been  operating  at  a significant  loss. 

Customers  of  the  service  included  federal  government  and  commercial 
clients  predominantly  in  the  Washington  D.C.  metropolitan  area.  AMS 
sold  the  unit  as  part  of  its  move  to  consolidate  its  business  and 
emphasize  expansion  of  vertical  markets,  including  energy,  local 
government,  finance,  defense  logistics,  and  trade  associations. 

The  unit  will  operate  as  part  of  Martin  Marietta's  Data  Systems 
division. 
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• Two  acquisitions  were  made  in  1981. 

In  April  1981  AMS  acquired  Executive  Systems,  Inc.  (ESI)  of  Bethesda 
(MD).  ESI  had  approximately  90  clients  and  annual  revenue  of  about 
$1.8  million.  The  company  specializes  in  providing  on-line  membership, 
fund-raising,  and  convention  registration  processing  services  for  associ- 
ations and  nonprofit  organizations. 

. The  acquisition  of  ESI  was  accounted  for  as  a purchase  consisting 
of  fixed  payments  of  $1.4  million  and  contingent  payments  based 
on  earnings  during  the  year  ending  March  31,  1982. 

. ESI,  now  a wholly  owned  subsidiary  of  AMS  reporting  to  the 
Computer  Services  business  segment,  contributed  approximately 
$1.5  million  in  revenue  and  $454,000  in  segment  profit  in  1981. 

The  major  assets  of  Florida  Computer  Systems  Company,  a wholly 
owned  subsidiary  of  the  Continental  Resources  Company,  were  acquired 
in  September  1981.  The  assets  acquired  include  OASIS,  a computerized 
property  analysis  and  tax  collection  system  for  local  governments,  and 
a Burroughs  computer.  The  acquisition  involves  a purchase  of  assets  of 
approximately  $793,000  and  royalty  payments  based  on  future  sales  of 
OASIS. 

• At  the  end  of  1981,  AMS  employees  were  distributed  by  business  segment  as 
follows: 


Custom  Systems 

344 

Computer  Services 

357 

Packaged  Systems 

136 

Federal  Consulting 

87 

Management  and 

Administration 

76 

1 ,000 

• There  are  about  24  sales/marketing  personnel  associated  with  Computer 
Services  and  six  in  Packaged  Systems.  All  Custom  Systems  and  Federal 
Consulting  contracts  are  sold  by  senior  management. 

• Competitors  of  AMS  are: 

Processing  Services,  Federal  Government. 

. Boeing  Computer  Services,  Optimum  Systems,  and  Computer 
Network  Corporation. 

Processing  Services,  General  Business. 

. CDC's  Business  InfcM'mation  Services  and  Automatic  Data 
Processing. 
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Software,  State  and  Local  Government. 

. Peat,  Marwick  & Mitchell,  Software  International,  Management 
Science  America,  Sartoris,  Cole  Layer  Trumble,  Ebert  Associ- 
ates, The  Howze  Group,  Sabre  Systems,  and  ECCO  Consulting. 

Software,  Commercial  Applications. 

. Management  Science  America,  Software  International,  McCor- 
mack & Dodge,  Petroleum  Software  Systems,  Mortada  Interna- 
tional, Information  Processing  Corporation,  Scientific  Software, 
and  Bonner  & Moore. 

Professional  Services  and  Management  Consulting. 

. Big  Eight  accounting  firms. 

KEY  PRODUCTS  AND  SERVICES 

/ 

• AMS's  1981  revenue  sources  are  estimated  as  follows: 


Revenue  Percent 

($  millions)  of  Total 


Professional  Services 

$ 26.9 

4I% 

Processing  Services 

22.7 

35 

Software  Products 

6.8 

lO 

Management  Consulting 
(non-EDP  related) 

9.2 

I4 

$ 65.6 

1 00% 

AMS  has  been  providing  professional  services  since  its  formation.  Custom 
Systems  projects  are  typically  large  development  efforts  taking  from  one  to 
four  years  to  complete.  Services  are  provided  from  offices  in  New  York  City, 
Arlington,  Chicago,  Lakewood  (CO),  Houston,  and  Redwood  City  (CA). 

In  1981,  AMS  installed  or  was  developing  54  systems,  of  which  36  cost 

over  $250,000  each  and  23  of  these  over  $1  million. 

Custom  projects  fall  into  two  major  categories: 

. About  75%  of  AMS's  systems  work  is  in  developing  financial 
systems.  Financial  systems  include  cross-industry  functions, 
such  as  general  ledger,  and  functions  particular  to  an  industry, 
such  as  pipeline  accounting  for  oil  companies.  Banking  applica- 
tions include  retail  services,  international  branch  operations, 
corporate  cash  management,  and  foreign  exchange. 
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. The  remaining  25%  is  concentrated  in  developing  distribution- 
related  applications  such  as  inventory  control  and  order  process- 
ing for  finished  goods. 

The  majority  of  AMS's  Custom  Systems  clients  (90%)  are  concentrated 
in  four  industry  segments. 

. Energy  (primarily  petroleum  companies),  which  includes  Standard 
Oil  of  Indiana  and  Getty  Oil. 

. Banking  and  finance,  which  include  Harris  Trust  and  Savings 
Bank,  Citibank,  Chemical  Bank,  Bank  of  America,  Chase 
Manhattan  Bank,  Manufacturers  Hanover  Trust,  First  National 
Bank  of  Chicago,  American  Express  Company,  and  Crocker  Bank. 

. Forest  products,  which  include  Weyerhaeuser  Company  and  The 
Mead  Corporation. 

. State  and  local  government  agencies,  which  include  New  York 
City,  Philadelphia,  the  District  of  Columbia,  and  Nassau  County. 

Since  Custom  Systems  contracts  are  very  large,  a small  number 
generate  a significant  percent  of  revenue  in  any  one  year.  In  1981  the 
five  largest  customers  accounted  for  20%  of  total  AMS  revenue. 

In  1981  AMS  increased  its  marketing  effort  to  the  energy  sector  by 
opening  regional  offices  in  Houston  and  Lakewood  (CO)  which  will  serve 
as  focal  points  for  this  business  area. 

Development  of  AMS's  internal  system  development  and  project 
management  methodology,  AMS  Guide,  was  completed  in  1981. 

In  January  1982,  AMS  was  awarded  a $4.3  million,  I 6-month  contract  by 
the  U.S.  Geological  Survey  as  part  of  a program  to  improve  the 
collection  of  royalties  from  oil,  gas,  and  mineral  extraction  firms 
operating  on  federal  and  Indian  lands.  AMS  is  developing  a financial 
information  system  to  support  the  program,  which  collected  an  esti- 
mated $4  billion  in  royalties  in  1981. 

AMS  successfully  completed  the  installation  of  a computer -assisted 
credit  card  collection  system  for  Wells  Fargo  Bank  in  1980.  AMS 
obtained  the  marketing  rights  to  the  system  and  is  selling  it  under  the 
name  of  CACS  (Computer  Assisted  Collection  System). 

. CACS  handles  overdue  and  overdrawn  credit  card  accounts  and 
supports  collections  for  credit  cards,  installment  loans,  and 
revolving  credit.  The  system  automatically  schedules  dunning 
letters,  verifies  payments,  maintains  lists  of  accounts,  and 
requests  updated  credit  bureau  reports.  Other  functions  per- 
formed by  CACS  include: 
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Information  control  and  data  base  activities  associated 

with  collection. 

Operations  control  for  clerical  activities. 

Quality  assurance. 

Policy  execution. 

Collection  performance. 

Accounting. 

Security  facilities. 

. Although  there  are  some  standard  software  modules,  each 
system  must  be  customized.  AMS  successfully  marketed  the 
system  in  1981.  Clients  include  Banc  One  of  Columbus,  Marine 
Midland  Bank,  Associates  Financial  Services,  Bank  of  Hawaii, 
Mellon  Bank,  Harris  Bank  and  Trust,  and  Zale  CorF>oration. 

• The  Computer  Services  segment  of  AMS  provides  interactive  and  remote  batch 
processing,  computer  output  microfilm,  and  optical  character  recognition 
services  to  clients  located  primarily  in  the  Washington  D.C.  and  New  York 
City  metropolitan  areas.  The  distribution  of  Computer  Services  revenue  in 
I 98 1 was; 


Clients 

No.  of 
Customers 

Revenue 
( $ thousands) 

Associations  and  membership 

organizations 

164 

$4,591 

Research,  consulting,  and 

professional  services  firms 

160 

3,387 

General  business 

234 

8,794 

Federal  agencies 

32 

4,966 

Quasi-governmental 

organizations 

9 

459 

Local  and  state  government 

8 

298 

Health/education/other 

23 

200 

Total 

630 

$22,695 

For  association  and  membership  organizations,  AMS  provides  member- 
ship accounting,  billing,  and  related  services.  The  major  product  used 
by  these  organizations  is  the  Association  Information  Management 
System  (AIMS). 

Applications  used  by  research,  consulting,  and  professional  services 
companies  primarily  under  contract  to  federal  agencies  are  statistical 
analysis,  modeling,  data  base  retrieval,  billing,  project  control,  and 
financial  management. 

General  business  clients  are  principally  medium-sized  real  estate, 
construction,  and  services  businesses.  Applications  used  by  these 
clients  are  financial,  accounting,  payroll,  job  costing,  project  account- 
ing, and  labor  distribution.  The  majority  of  these  customers  use  AMS's 
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Comprehensive  Financial  Management  System  (CFMS).  CFMS  encom- 
passes all  aspects  of  general  ledger,  accounts  payable,  and  accounts 
receivable. 

For  federal  agencies  and  quasi-governmental  organizations,  AMS 
develops  and  operates  systems  tailored  to  their  requirements. 

Local  government  agencies  and  health,  education,  and  other  organiza- 
tions typically  use  financial,  accounting,  and  COM  services  provided 
through  the  network. 

AMS  offers  an  On-Line  Transaction  Processing  (OTP)  option  for  trans- 
action-oriented applications  (typically  accounting  and  membership). 
Through  the  use  of  a terminal  connected  to  a PDP-11  at  AMS,  OTP 
provides  on-line  data  entry,  editing,  and  some  inquiry  at  reduced  rates. 
OTP  is  a major  growth  area  within  network  services. 

In  1981  AMS  began  planning  for  the  offering  of  processing  services  to 
New  York  City  banks. 

A profile  of  the  applications  available  on  AMS's  network  (called 
AMShare)  is  presented  in  the  exhibit. 

• Packaged  Systems  offers  specialized  software  packages  in  two  areas;  govern- 
ment and  commercial  systems. 

Government  Systems  markets  the  Local  Government  Financial  System 
(LGFS),  and  LGFS  Plus.  The  latter  provides  additional  features  needed 
by  the  larger  local  governments.  CUFS,  a financial  management 
package  for  universities,  and  OASIS,  a property  tax  valuation  package 
for  local  governments,  are  also  marketed. 

. LGFS  is  an  integrated  system  providing  expense  and  revenue 
budgeting;  appropriation,  expenditure,  and  cost  accounting; 
general  ledger,  accounts  payable  and  receivable,  and  cash 
disbursements;  and  encumbrance  control.  Options  include  utility 
billing,  job  cost  and  fixed  asset  accounting,  payroll /personnel, 
performance  measurement,  investment  inventory,  and  position 
management.  The  package  is  specifically  designed  for  use  by 
state  and  local  government  agencies. 

LGFS  is  available  in  batch  and  on-line  versions  and  is 
priced  from  $85,000  to  $150,000.  Operational  on  IBM 
mainframes,  approximately  37  systems  have  been  in- 
stalled since  1978. 

LGFS  clients  include  the  City  of  White  Plains  (NY), 
Hamilton  County  (TN),  New  Haven  (CT),  St.  Petersburg 
(FL),  Cleveland  Heights  (OH),  the  Los  Angeles  Depart- 
ment of  Recreation  and  Parks  and  Convention  Center, 
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EXHIBIT 

AMS'S  AMSHARE  NETWORK  SERVICE  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  4341,OS,  MVS,  JES2 

- IBM4331,VM,  DOS/VSE,  CMS,  CICS 

- DEC  SYSTEM  - 20/60 

- DEC  PDP-11,  RSX-11M,  RSX-11MPLUS 

- DEC  VAX 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- FORTRAN  - BLISS 

- COBOL  - APLSF 

- PASCAL  - LISP 

- WYLBUR  - SNOBOL 

- BASIC  - FLECS 

- MACRO  - SDPL 

• DATA  MANAGEMENT  SOFTWARE 

- DAZZLE 

- ACCENTR 

- SYSTEM  1022 

- PANVALET 

- EASYTRIEVE 

- FAST 

• FINANCIAL  APPLICATIONS 

- CFMS  (COMPREHENSIVE  FINANCIAL 
MANAGEMENT  SYSTEM) 

- AIMS  (ASSOCIATION  INFORMATION 
MANAGEMENT  SYSTEM) 


APPLICATION  AREA/PRODUCT  NAME 


• DISTRIBUTION 

• MATHEMATICS  AND  STATISTICS 

- SPSS 

- SAS 

- EMPIRE 

• DECISION  SUPPORT 

- STRATEGM 

• GRAPHICS 

- DISSPLA 

- TELL-A-GRAF 

• PROJECT  MANAGEMENT 

- PROJECT/2 

- SLIM 

• TEXT  RETRIEVAL/WORD  PROCESSING 

- MUSE 

• COMPUTER  DRIVEN  LASER  PRINTER 
(X9700) 

• COMPUTER  OUTPUT  MICROFILM 

• OPTICAL  CHARACTER  RECOGNITION 

• ON-LINE  TRANSACTION  PROCESSING 
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Collier  County  (FL),  Fort  Wayne  (IN),  St.  Louis  County 
(MN),  Boise  (ID),  Howard  County  (MD),  Salt  Lake  City 
(UT),  Kansas  City  (KS),  and  Amarillo  (TX). 

CUFS  (College  and  University  Financial  System)  is  designed  to 
meet  the  financial  management  needs  of  nonprofit  organizations 
requiring  fund  accounting.  Standard  functions  include  general 
ledger,  budgeting,  purchasing,  and  accounts  payable.  Options 
include  fixed  asset  management,  payroll,  and  job  cost  account- 
ing. 


Pricing  for  the  system,  which  runs  on  IBM  mainframes, 
starts  at  $225,000. 

Clients  include  Northwestern  University  and  the  West 
Virginia  Board  of  Regents. 

. OASIS  (On-Line  Appraisal  and  Statistical  Information  System), 
acquired  by  AMS  in  1981  from  Florida  Computer  Systems, 
maintains  property  information  and  performs  property  valuation, 
tax  roll  preparation,  and  tax  collections.  The  system  runs  on 
IBM  and  Burroughs  mainframes  and  has  three  subsystems  which 
may  be  used  independently  or  as  an  integrated  system.  The 
subsystems  are  Administrative  and  Tax  Roll,  Tax  Accounting, 
and  Appraisal  and  Analysis. 

OASIS  is  priced  from  $125,000  to  $225,000.  There  are 
approximately  eight  installations. 

Clients  include  the  counties  of  Volusia,  Marion,  Citrus, 
Monroe,  and  Lake,  located  in  Florida;  Araphoe  County 
(CO);  Ann  Arbor  (Ml);  and  the  Fairbanks  North  Star 
Borough  of  Alaska. 

Commercial  Systems  markets  software  packages  available  in  both  on- 
line and  batch  versions  for  IBM  370  and  compatible  mainframes.  The 
products  also  run  on  DEC  PDP-ll/34  through  11/70  minicomputers 
under  RSX-I  IM  and  RSX-I  IM  PLUS,  and  include  the  following: 

. The  Corporate  Financial  System's  (CFS)  three  integrated 
components  include  general  ledger,  accounts  payable,  and 
accounts  receivable. 

Options  available  with  CFS  include: 

. Project  Accounting,  which  handles  complex 
responsibility  reporting  for  project  accounting. 

. Generation  Five,  a financial  system  applications 
generator  used  to  customize  prepackaged  software 
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mcxJules  covering  audit  trail,  data  integrity,  user 
efficiency,  security,  and  data  accessibility. 

. An  on-line  Query  Module  for  use  with  DEC  PDP-I I 
systems. 

With  approximately  24  installations,  CFS  is  priced  from 
$80,000  to  $125,000. 

Clients  include  Calspan  Corporation  of  Buffalo,  The  Sun 
Company,  Hamilton  Brothers  Oil  Company,  and  General 
Mills. 

. The  Oil  and  Gas  Information  System  (OGIS),  introduced  in  1981, 
includes  all  CFS  components  plus  specialized  features  for  energy 
exploration  and  production  companies  such  as  capital  and  project 
budgeting,  authorization  for  expenditure  (AFE)  accounting  and 
reporting,  joint  interest  accounting  and  billing,  lease  mainte- 
nance, revenue  distribution,  windfall  profits  tax  calculations, 
royalty  and  reserve  accounting,  and  well  operation  administra- 
tion. Prices  range  from  $1  25,000  to  $250,000. 

As  a result  of  its  decision  to  concentrate  on  vertical  industry  products 
for  IBM  mainframes,  AMS  withdrew  its  turnkey  system  for  distributors 
and  other  minicomputer -based  products  in  1981.  The  percentage  of 
1981  revenue  derived  from  turnkey  system  sales  was  not  significant. 

• AMS's  Federal  Consulting  segment  focuses  on  the  management  and  administra- 
tion of  government  programs.  The  majority  (83%)  of  its  revenue  is  derived 
from  non-computer  services  related  consulting  contracts. 

Services  are  provided  to  government  agencies  in  four  areas: 

. lnf(xmation  systems  analysis  and  development. 

. Management  analysis. 

. Program  and  policy  analysis. 

. Defense  maintenance,  engineering,  and  logistics  analyses. 

The  largest  Federal  Consulting  client  in  1981  was  the  U.S.  Naval  Sea 
Systems  Command,  which  accounted  for  57%  of  its  total  revenue  of 
$11.1  million.  Other  longstanding  clients  include  the  Department  of 
State,  the  Environmental  Protection  Agency,  and  the  Department  of 
Energy. 

Federal  Consulting  will  emphasize  the  development  of  new  business  in 
the  defense  sector  in  1981. 
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INDUSTRY  MARKETS 

• In  1981  AMS  derived  its  revenue  as  follows; 

Fifty-five  percent  of  revenue  was  from  business  and  private  organiza- 
tions including  energy,  manufacturing,  paper  and  forest  product,  distri- 
bution and  retail,  financial,  construction  and  real  estate,  consulting  and 
professional  services,  associations  and  membership  groups,  medical 
centers,  research  institutes,  and  universities. 

Nineteen  percent  of  revenue  was  from  state  and  local  governments,  and 
26%  from  the  federal  government. 

GEOGRAPHIC  MARKETS 

• AMS  derives  approximately  99%  of  its  revenue  from  the  U.S.  Although  its 
software  products  are  marketed  internationally,  foreign  sales  accounted  for 
only  1%  of  total  revenue. 

• AMS  maintains  offices  in  New  York  City,  Chicago,  Houston,  Redwood  City 
(CA),  Winter  Park  (FL),  and  Lakewood  (CO). 

In  1981,  AMS  consolidated  most  of  its  Washington  metropolitan  offices 
from  five  separate  locations  into  a new  corporate  headquarters  in 
Arlington  (VA). 

AMS's  ESI  subsidiary  is  located  in  Bethesda  (MD). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• AMS  has  the  following  equipment  installed: 

In  Arlington  (VA): 

2 IBM  4341s,  OS,  MVS. 

I IBM  4331,  VM,  DOS/VSE. 

4 DECSYSTEM-20/60s. 

6DECPDP-IIS. 

I DEC  VAX. 

At  ESI's  data  center  in  Bethesda  (MD). 

IIBM  370/I55. 

I IBM  360/50. 

• AMS  operates  its  own  data  communications  network  of  high-  and  low-speed 
telephone  lines,  in  addition  to  using  the  GTE-Telenet  service  with  DEC- 
SYSTEM-20s. 
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COMPANY  PROFILE 


AMERICAN  MANAGEMENT  SYSTEMS, 
INC. 

I 111  North  Kent  Street 
Arlington,  VA  22209 
(703)  841-6000 


Ivan  Selin,  Chairman 
Charles  Rossotti,  President 
Public  Corporation,  OTC 
Total  Employees:  980 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $58,505,000 


THE  COMPANY 

• American  Management  Systems  (AMS)  was  founded  in  1970  as  a privately  held 
corporation.  In  1979,  AMS  became  publicly  held  through  an  over-the-counter 
common  stock  offering. 

• AMS's  business  is  concentrated  in  four  major  segments: 

Custom  Systems  develops  and  installs  custom  systems  usually  for  large 
businesses  and  state  and  local  government  organizations. 

Computer  Services  provides  processing  and  micrographics  services. 

Packaged  Systems  markets  software  products  and  a turnkey  system  for 
use  by  government  agencies,  distributors,  and  general  business  firms. 

Management  Consulting  provides  consulting  services  directed  toward 
the  management  and  administration  of  federal  programs. 

• AMS's  rate  of  revenue  growth  slowed  during  1980,  but  nevertheless  increased 
22%  over  1979  levels.  Pre-tax  profit  margins  increased  slightly  over  1979  in 
spite  of  a decline  in  profitability  of  its  Computer  Services  business  segment 
and  investments  the  company  is  making  to  develop  a line  of  software  products. 

In  1980,  revenues  from  Computer  Services  grew  25%  over  1979,  while 
operating  profit  declined  by  16%.  The  decline  was  attributed  to  a 
major  increase  in  hardware  capacity  in  the  second  half  of  1979  (an  IBM 
3033  and  DEC  SYSTEM  20/60  were  added)  without  a commensurate 
increase  in  client  base.  The  loss  of  a major  account  further  impacted 
the  under-utilization  of  computers  in  the  center,  resulting  in  higher 
average  costs. 

Research  and  development  expense,  principally  for  applications  soft- 
ware packages,  increased  10%  to  $4.1  million  from  $3.8  million  in  1979. 

• A five-year  financial  summary  follows: 
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AMS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


1980 

1979 

1978 

1977 

1976 

Revenue 

$58,505 

$48,099 

$31,881 

$21,195 

$12,321 

. Percent  increase 

from  previous  year 

22% 

51% 

50% 

72% 

70% 

Income  before  taxes 

and  extraordinary 
items 

. Percent  increase 

$ 3,679 

$ 2,180 

$ 2,259 

$ 2,157 

$ 

1,925 

(decrease)  from 
previous  year 

69% 

(3%) 

5% 

12% 

779% 

Net  income 

$ 2,149 

$ 1,724 

$ 1,441 

$ 1,197 

$ 

967 

. Percent  increase 

from  previous  year 

25% 

20% 

20% 

24% 

627% 

Per  share  earnings 

$ 1.40 

$ 1.21 

$ 1.28 

$ 1.00 

$ 

0.78 

. Percent  increase 

(decrease)  from 
previous  year 

16% 

(5%) 

28% 

28% 

680% 

• Results  for  six  months  ending  June  30,  1981,  show  revenues  of  $31,405,000,  up 
12%  over  I980's  $27,988,000.  Net  income  showed  a loss  of  $90,000  compared 
with  a profit  of  $1,162,000  for  the  first  six  months  in  1980.  Losses  were 
attributed  to; 

Extraordinary  costs  of  about  $800,000  were  incurred  in  the  first  half  of 
1981  to  consolidate  AMS's  offices  into  a single  facility  in  Arlington. 
Additional  costs  of  about  $900,000  will  be  Incurred  in  the  second  half  of 
1981  for  the  consolidation. 

A decline  in  services  and  product  revenues  of  4%  in  Custom  Systems 
was  coupled  with  increased  expenses  for  general  management,  business 
development,  and  the  opening  of  a new  office  in  Houston.  The 
increased  expenses  resulted  in  a reduction  In  segment  profit  of  36%  for 
the  half. 

Computer  Services  revenue  increased  16%  during  the  first  half  of  1981, 
but  the  increase  was  not  sufficient  to  absorb  higher  marketing  and 
operating  expenses. 

A decline  in  profitability  In  the  Management  Consulting  segment  was 
due  to  lower  profit  on  projects  and  increased  marketing  expenditures. 
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• Expected  results  for  the  remainder  of  1981  should  show  increased  profits  in 
AMS's  Custom  and  Packaged  Systems.  Improved  profits  in  the  Computer 
Services  and  Management  Consulting  segments  are  not  anticipated  before  year 
end. 

The  following  table  shows  the  revenue  and  profit  distribution  of  AMS's  business 
segments  for  the  last  three  years: 


AMS 

REVENUES  BY  BUSINESS  SEGMENT 
AND  PROFIT  CONTRIBUTION* 

($  thousands) 

1980  1979  1978 


Computer  Systems** 

. Percent  of  Total 
. Profit  Contribution 
. Percent  of  Total 


$28,612  $24,516  $14,393 

49%  51%  45% 

7,011  3,883  3,041 

61%  46%  51% 


Computer  Services*** 
. Percent  of  Total 
. Profit  Contribution 
. Percent  of  Total 


19,737  16,093  10,863 

34%  33%  34% 

2,821  3,344  1,850 

25%  40%  31% 


Management  Consulting 
. Percent  of  Total 
. Profit  Contribution 
. Percent  of  Total 


10,156  7,490  6,625 

17%  16%  21% 

1,619  1,218  1,076 

14%  14%  18% 


Total  Revenue 


$58,505  $48,099  $31,881 


* Profit  contribution:  prior  to  corporate  allocations,  R&D,  and  miscel- 
laneous income  and  interest  expenses. 

**  Combined  revenue  of  Custom  Systems  and  Packaged  Systems.  This 
segment  was  divided  into  two  separate  groups  at  the  beginning  of  1981. 
***  Excludes  inter-segment  revenue. 

• In  April  1981,  AMS  acquired  Executive  Systems,  Inc.  (ESI)  of  Bethesda,  MD. 
ESI  had  annual  revenues  of  about  $1.8  million  and  specializes  in  providing  on- 
line processing  services  for  associations  and  membership  organizations.  The 
acquisition  of  ESI  was  accounted  for  as  a purchase  consisting  of  fixed 
payments  of  $1.4  million  and  contingent  payments  based  on  earnings. 

ESI  functions  as  a wholly  owned  subsidiary  of  AMS,  reporting  to  the 
Computer  Services  business  segment. 


• The  major  assets  of  Florida  Computer  Systems  Company,  a wholly  owned 
subsidiary  of  the  Continental  Resources  Company,  were  acquired  in  September 
1981.  The  assets  acquired  include  OASIS,  a computerized  property  analysis 
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and  tax  collection  system  for  local  governments,  and  a Burroughs  computer. 
The  acquisition  involves  a purchase  of  assets  of  approximately  $793,000  and 
royalty  payments  based  on  future  sales  of  OASIS. 

• At  the  end  of  I960,  AMS  employees  were  distributed  by  business  segment  as 
follows; 


- 

Computer  Systems 

455 

- 

Computer  Services 

357 

- 

Management  Consulting 

88 

■ 

Management  and  Administration 

80 

980 

• There  are  about  30  sales/marketing  personnel  associated  with  Computer 
Services  and  12  in  Packaged  Systems.  All  Custom  Systems  and  Management 
Consulting  contracts  are  sold  by  senior  management. 

• Competitors  of  AMS  are; 

Processing  Services,  Federal  Government. 

. Boeing  Computer  Services,  Optimum  Systems,  and  Computer 
Network  Corporation. 

Processing  Services,  General  Business. 

. Service  Bureau  Company  and  Automatic  Data  Processing. 
Software,  State  and  Local  Government. 

. Peat,  Marwick  & Mitchell,  Software  International,  and  Manage- 
ment Science  America. 

Software,  Financial  Applications. 

. Management  Science  America,  Software  International,  and 
McCormack  and  Dodge. 

Professional  Services  and  Management  Consulting. 

Big  Eight  accounting  firms. 

KEY  PRODUCTS  AND  SERVICES 

• AMS's  I960  revenue  sources  are  estimated  as  follows; 


4 of  10 
August  1 98 1 

©1981  by  INPUT.  Reproduction  Prohibited. 


INPUT 


AMERICAN  MANAGEMENT  SYSTEMS,  INC. 


$ Million  % of  Total 


- 

Professional  Services 

$29.9 

- 

Processing  Services 

19.7 

- 

Management  Consulting 

(non-EDP  related) 

5.1 

“ 

Software  Products 

3.8 

$58.5 

51% 

34 

9 

6 

100% 


AMS  has  been  providing  professional  services  since  its  formation.  Systems 
projects  performed  are  typically  large  development  efforts  with  many 
contracts  priced  at  more  than  $1  million. 

About  75%  of  AMS's  systems  work  is  in  developing  financial  systems. 
Financial  systems  include  functions  needed  by  all  organizations,  such  as 
general  ledger,  and  functions  particular  to  an  industry,  such  as  pipeline 
accounting  for  oil  companies.  The  remaining  25%  is  concentrated  in 
developing  distribution-related  applications  such  as  inventory  control 
and  order  processing  for  finished  goods. 

The  majority  of  AMS's  professional  services  clients  (80%)  are  concen- 
trated in  four  industry  segments: 

. Energy  (primarily  petroleum  companies). 

. Financial  institutions. 

. Forest  products. 

. Local  government  agencies. 

Since  Custom  Systems  are  very  large,  a small  number  of  contracts 
generate  a significant  percentage  of  revenue  in  any  one  year.  In  1980, 
the  three  largest  customers  accounted  for  the  following  percentage  of 
AMS's  total  revenues: 

. Temporary  Commission  on  Financial  Oversight  of  the  District  of 
Columbia,  9.6%. 

. City  of  New  York,  6.9%. 

. Standard  Oil  Company  (Indiana),  6.7%. 

AMS  has  contracts  with  several  leading  petroleum  companies  to  develop 
financial  and  management  systems.  In  1981,  AMS  increased  its 
marketing  effort  to  the  energy  sector  by  opening  a regional  office  in 
Houston  which  will  serve  as  the  focal  point  for  this  business  area. 

In  1980,  AMS  successfully  completed  the  installation  of  a computer- 
assisted  credit  card  collection  system  for  Wells  Fargo  Bank.  AMS 
obtained  the  marketing  rights  to  the  system  and  is  selling  it  under  the 
name  of  CACS  (Computer  Assisted  Collection  System  for  Credit  Card 
Operations). 
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. Although  there  are  some  standard  software  modules,  each 
system  must  be  customized.  AMS  currently  has  contracts  to 
install  CACS  at  three  banks  and  expects  more  system  sales  by 
year  end. 

. Functions  performed  by  CACS  include: 

Information  control  and  data  base  activities  associated 
with  collection. 

Operations  control  for  clerical  activities. 

Quality  assurance. 

Policy  execution. 

Collection  performance. 

Accounting. 

Security  facilities. 

• The  Computer  Services  segment  of  AMS  provides  processing,  computer  output 
microfilm,  and  optical  character  reading  services  to  clients  located  primarily 
in  the  Washington,  DC,  and  New  York  City  metropolitan  areas.  The  distribu- 
tion of  Computer  Services  revenue  in  1980  was: 


Clients 

No.  of 
Customers 

Total 
Revenue 
($  thousands) 

- 

Associations  and  Membership 
Organizations 

III 

$ 3,148 

- 

Research,  Consulting,  and 
Professional  Service  Firms 

150 

3,176 

- 

General  Business 

173 

6,599 

- 

Federal  Agencies 

29 

5,435 

- 

Q ua  s i -Govern  men  ta  1 
Organizations 

7 

593 

- 

Local  and  State  Government 

7 

406 

- 

Health /Education /Other 

28 

380 

Total 

505 

$19,737 

For  association  and  membership  organizations,  AMS  provides  member- 
ship accounting,  billing,  and  related  services.  Key  products  used  by 
these  organizations  are  the  Association  Information  Management 
System  (AIMS)  and  Generation  Five,  a set  of  generalized  software 
modules  incorporating  elements  common  to  financial  and  accounting 
systems. 

Applications  used  by  research,  consulting,  and  professional  services 
companies  are  statistical  analysis,  modeling,  data  base  retrieval, 
billing,  project  control,  and  financial  management. 
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General  business  clients  are  principally  medium-sized  real  estate, 
construction,  and  services  businesses.  Applications  used  by  these 
clients  are  financial,  accounting,  payroll,  job  costing,  project  account- 
ing, and  labor  distribution. 

For  federal  agencies  and  quasi-government  organizations,  AMS  develops 
and  operates  systems  tailored  to  their  requirements. 

Local  government  agencies  and  health,  education,  and  other  organiza- 
tions typically  use  financial,  accounting,  and  COM  services  provided 
through  the  network. 

AMS  offers  an  On-Line  Transaction  Processing  (OTP)  option  for  trans- 
act ion -oriented  applications  (typically  accounting  and  membership). 
Through  the  use  of  a terminal  connected  to  a PDP-11  at  AMS,  OTP 
provides  on-line  data  entry,  editing,  and  some  inquiry  at  reduced  rates. 
OTP  is  a major  growth  area  within  network  services. 

A profile  of  the  applications  available  on  AMS's  network  (called 
AMShare)  Is  presented  in  the  exhibit. 

• AMS's  Management  Consulting  segment  focuses  on  the  management  and 
administration  of  government  programs.  The  majority  of  its  clients  are  from 
the  federal  government,  although  some  consulting  is  performed  for  state 
governments  and  to  business  and  distribution  management,  and  data  processing 
organizations. 

About  half  of  its  revenue  is  derived  from  non-computer  related 
consulting  contracts. 

The  largest  Management  Consulting  client  in  I960  was  the  Naval  Sea 
Systems  Command,  which  accounted  for  60%  of  its  total  revenue  of 
$10.2  million. 

Other  longstanding  clients  include  the  Department  of  State,  the 
Environmental  Protection  Agency,  and  the  Department  of  Energy. 

• AMS's  Packaged  Systems  revenue  increased  from  $1.1  million  in  1979  to  $3.8 

million  in  I960.  Revenue  for  1981  should  reach  about  $6  million.  AMS  has 
developed  its  software  and  turnkey  products  through  experience  in  designing 
custom  systems.  Products  are  specialized  and  fall  Into  three  application 
areas:  government  financial  systems,  commercial  financial  systems,  and 

distribution  business  systems. 

Government  Financial  Systems  markets  the  Local  Government  Finan- 
cial System  (LGFS),  and  LGFS  Plus,  the  latter  of  which  provides 
additional  features  needed  by  the  larger  local  governments. 
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EXHIBIT  A 

AMS'S  AMSHARE  NETWORK  SERVICE  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  370/165  DOS/VSE 

- IBM  3033 

- DEC  20/60 

- DEC  PDP-11  RSX-11M 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- FORTRAN 

- COBOL 

- PL/1 

- WYLBUR 

- BASIC 

- ASSEMBLER 

• DATA  MANAGEMENT  SOFTWARE 

- MODEL  204 

- INQUIRE 

- SYSTEM  1022 

- PANVALET 

- EASYTRIEVE 

• FINANCIAL  APPLICATIONS 

- CGL  (CORPORATE  GENERAL  LEDGER) 

- CFS  (CORPORATE  FINANCIAL  SYSTEM) 

- PABS  (PROJECT  ACCOUNTING  AND 
BILLING) 

- GENERATION  FIVE 

- LGFS  (LOCAL  GOVERNMENT  FINANCIAL 
SYSTEM) 


APPLICATION  AREA/PRODUCT  NAME 


• DISTRIBUTION 

• MATHEMATICS  AND  STATISTICS 

- IMSL  (INTERNATIONAL  MATH  AND 
STATISTICS  LIBRARY) 

- SPSS/SCSS 

- SAS 

• GRAPHICS 

- DISSPLA 

- TELLAGRAF 

• PROJECT  MANAGEMENT 

- PROJECT/2 

- SLIM 

• TEXT  RETRIEVAL 

- SCRIPT 

• COMPUTERIZED  PHOTOCOMPOSITION 

• COMPUTER  DRIVEN  LASER  PRINTER 
(X9700) 

• COMPUTER  OUTPUT  MICROFORM 

• OPTICAL  CHARACTER  RECOGNITION 
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. LGFS  is  a totally  integrated  financial  management  system 
designed  specifically  for  the  accounting  and  refx>rting  require- 
ments of  state  and  local  government  agencies. 

. LGFS  is  priced  from  $125,000  to  $250,000.  Both  batch  and  on- 
line versions  are  available.  Approximately  30  systems  have  been 
installed. 

. LGFS  operates  on  IBM  mainframes  (including  the  4300)  and  DEC 
PDF/ 1 I minicomputers.  AMS  can  provide  the  entire  system  on 
the  DEC  machine  as  a turnkey  system.  A minimum  configura- 
tion costs  $150,000. 

Commercial  Financial  Systems  includes  the  Corporate  Financial  System 
(CFS),  Corporate  General  Ledger  (CGL),  Project  Accounting  and  Billing 
System  (PABS),  and  Generation  Five  (GFS).  GFS  is  a financial  system 
applications  generator  used  to  customize  prepackaged  software  modules 
covering  audit  trail,  data  integrity,  user  efficiency,  security,  and  data 
accessibility. 

. CFS  is  priced  from  $60,000  to  $105,000;  CGL  from  $45,000  to 
$60,000;  PABS  from  $30,000  to  $45,000;  and  Generation  Five 
from  $30,000  to  $60,000.  About  15  to  20  systems  have  been 
installed. 

. Commercial  Financial  Systems  can  also  be  configured  and 

installed  as  turnkey  systems  for  IBM  mainframes  and  DEC 
minicomputers. 

The  only  product  AMS  markets  as  a complete  turnkey  system  is  its 
Distribution  Business  System,  targeted  at  wholesale  industrial  distribu- 
tors in  the  $5  to  $20  million  revenue  range.  The  system  is  sold  on  DEC 
PDP/lls  and  includes  applications  for  order  entry,  order  processing, 
warehouse  pick  listing,  invoicing,  accounts  payable  and  receivable, 
inventory  management,  and  purchasing. 

. As  a turnkey  system,  it  ranges  in  price  from  $180,000  to 

$350,000.  Three  systems  have  been  installed. 

• AMS  plans  to  make  its  government  and  commercial  financial  systems  available 
on  Prime  and  DEC  VAX  equipment  next  year.  Versions  for  IBM  compatible  32- 
bit  architects  will  also  be  available. 

INDUSTRY  MARKETS  In  1980,  AMS  derived  51.9%  of  its  revenues  from  businesses 
and  private  organizations,  24.7%  from  state  and  local  governments,  and  23.4%  from 
the  federal  government. 

GEOGRAPHIC  MARKETS 

• AMS  derives  almost  all  of  its  revenues  from  the  U.S.  Although  its  software 
products  are  marketed  in  the  United  Kingdom  by  Scicon  Consultancy  Interna- 
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tional  Ltd.,  international  sales  have  not  had  a significant  impact  on  total 
revenue. 

• AMS  maintains  offices  in  New  York,  Boston,  Chicago,  Houston,  San  Diego,  and 
San  Mateo.  In  1981,  AMS  consolidated  most  of  its  Washington  Metropolitan 
offices  from  five  separate  locations  into  a new  corporate  headquarters  in 
Arlington,  Virginia. 

COMPUTER  HARDWARE 

• AMS's  data  center  in  Arlington  (VA)  has  installed; 

2 IBM  System  370  Model  165s  operating  under  OS/VS/MVS. 

I IBM  3033  operating  under  OS/MVS. 

4 DEC  SYSTEM  20/60s. 

7DECPDP/IIS. 

I PRIME. 

• AMS  operates  its  own  data  communications  network  of  high-  and  low-speed 
telephone  lines,  in  addition  to  using  the  GTE-Telenet  service. 
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AMERICAN  MANAGEMENT  SYSTEMS, 
INC. 

1515  Wilson  Boulevard 
Arlington,  VA  22209 
(703)  84 1 -6000 


Charles  Rossotti,  President 
Public  Corporation,  OTC 
Total  employees:  935 
Total  revenues.  Fiscal  Year  End 


12/31/79:  $48,099,000 


THE  COMPANY 

• American  Management  Systems  (AMS)  was  founded  in  1970  as  a privately  held 
corporation.  In  1979,  AMS  became  publicly  held  through  an  over-the-counter 
common  stock  offering. 

• In  addition  to  its  original  business  in  the  professional  services  area,  AMS  now 
offers  packaged  software  products  and  processing  services.  Beginning  in  1979, 
AMS  started  marketing  its  software  products  on  a turnkey  system  basis. 

• AMS  revenues  grew  51%  in  1979,  from  $31,881,000  in  1978  to  $48,099,000. 
AMS  has  experienced  a compounded  growth  rate  of  46%  for  the  last  five  years. 
A summary  follows: 


AMS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  Thousands  Except  Per  Share  Data) 
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(A)  Includes  an  investnnent  tax  credit  of  $333,000.  Net  income  without  the  tax 
credit  would  have  been  $1,391,000. 

(B)  Without  the  investment  tax  credit,  per  share  earnings  would  have  been  $0.98. 

• Profitability  in  1979  was  affected  by  the  following  factors: 

AMS  received  new  computers  (IBM  3033  and  DECSYSTEM  20/60)  for  its 
computer  services  business  in  1979  which  were  planned  for  1980.  This 
resulted  in  increased  cost  and  under-utilization  of  computer  capacity  in 
that  segment. 

AMS  spent  additional  money  on  research  and  development,  primarily  to 
support  its  entry  into  the  packaged  applications  software  market. 
Expenditures  for  1979  were  7.8%  of  revenues,  compared  with  6.5%  in 
1978. 

AMS  received  large  investment  tax  credits  primarily  for  the  above 
hardware  acquisitions.  This  boosted  net  income,  keeping  it  in  line  with 
past  growth. 

• AMS's  business  is  divided  into  three  major  areas: 

Computer  Systems  provides  standard  and  custom-designed  financial  and 
accounting  applications  software  for  large  corporations  and  government 
agencies.  Packaged  software  products  and  turnkey  systems  first 
became  available  in  1979. 

Computer  Services  offers  batch  and  timesharing  services  to  users  of 
general  financial  accounting  and  list  processing  applications,  including 
computer  output  microform  (COM)  and  optical  character  recognition 
(OCR)  services. 

Management  Consulting  develops,  implements  and  installs  data  proces- 
sing systems  primarily  for  the  federal  government. 

• AMS's  revenues  for  the  nine  months  ended  September  30,  1980,  were 
$43,620,000,  up  24%  from  the  comparable  1979  period.  Income  before  taxes 
was  $3,208,000,  up  68%  from  1979.  Net  income  was  $1,796,000,  up  41%. 

Computer  Systems  revenues  (excluding  reimbursed  expenses)  were 
$17,997,000  for  nine  months,  up  25%  from  1979.  Operating  profit  was 
$5,400,000,  up  I 1 8%. 

. The  large  increase  in  1980  operating  profit  reflects  this 
segment's  below-average  1979  performance. 

Computer  Services  revenues  (excluding  reimbursed  expenses)  were 
$15,329,000  for  nine  months,  up  22%  from  1979.  Operating  profit  was 
$2,586,000,  down  2 1 %. 
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. Reduced  profit  margins  for  this  segment  were  due  to  the  under- 
utilization of  new  computer  capacity,  compared  with  very  high 
utilization  of  a lesser  capacity  in  1979. 

Management  Consulting  revenues  were  $4,465,000  for  nine  months,  up 
34%  from  1979.  Operating  profit  was  $1,209,000,  up  33%. 

• AMS's  revenues  from  its  three  business  segments  for  the  last  five  years  have 
been  as  follows: 


AMS 

FIVE-YEAR  FINANCIAL  SUMMARY 
REVENUES  BY  BUSINESS  SEGMENT 
($  Thousands) 


FISCAL  YEAR 
ITEM  ' — 

1979 

1978 

1977 

1976 

1975 

Computer  Systems 

$24,516 

$14,393 

$ 7,516 

$ 5,453 

$ 2,922 

. Revenues 
- Percent  increase 

from  previous  year 

70% 

91% 

38% 

87% 

6% 

. Operating  profit 
- Percent  increase 
(decrease)  from 

$ 3,883 

$ 3,041 

$ 1,602 

$ 1,463 

$ 434 

previous  year 

28% 

90% 

10% 

237% 

(28%) 

Computer  Services 

$ 7,595 

$ 5,234 

$ 3,530 

. Revenues 
- Percent  increase 

$18,479 

$11,750 

from  previous  year 

57% 

55% 

45% 

48% 

29% 

. Operating  profit 
- Percent  increase 

$ 3,344 

$ 1,850 

$ 1,212 

$ 842 

$ 232 

from  previous  year 

81% 

53% 

44% 

263% 

274% 

Management  Consulting 

$ 7,490 

$ 6,625 

$ 6,422 

$ 1,890 

$ 1,056 

. Revenues 
- Percent  increase 
(decrease)  from 

previous  year 

13% 

3% 

240% 

79% 

10% 

. Operating  profit 
- Percent  increase 
(decrease)  from 

$ 1,218 

$ 1,076 

$ 1,190 

$ 460 

$ 237 

previous  year 

13% 

(10%) 

1 59% 

94% 

(18%) 

Intersegment 

$ (887) 

$ (338) 

$ (256) 

$ (269) 

Revenues 

$(2,386) 

Total 

$48,099 

$31,881 

$21,195 

$12,321 

$ 7,239 
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• Sales  of  packaged  software  products  and  turnkey  systems  have,  to  date, 
represented  a small  portion  of  total  revenue.  Although  the  revenue  base  for 
these  products  is  small,  growth  is  considerably  higher  than  in  AMS's  other 
established  business  segments. 

• As  of  September  30,  I960,  AMS  employees  were  distributed  by  business 
segment  as  follows; 


Computer  Systems  440 

Computer  Services  340 

Management  Consulting  82 

Management  and  Administration  73 


935 


• These  are  further  divided  professionally; 


Business  managers  and  senior  consultants  46 

Project  and  department  managers  44 

Computer  systems  analysts  I 10 

Management  and  business  analysts  157 

Technical  assistants  and  programmers  176 

Marketing  and  sales  29 

Computer  operations  staff  156 

Administrative  90 

Clerical  127 


935 


KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  that  37%  of  AMS's  1979  revenues  were  derived  from 
processing  services  and  63%  from  professional  services.  Packaged  software 
and  turnkey  system  revenues  have  not  had  a significant  impact  on  total 
revenues. 

• The  Computer  Services  portion  of  AMS  includes  its  processing,  computer 
output  microfilm  and  optical  character  reading  services. 

1979  revenues  were  divided  between  batch  processing  (31%)  and  remote 
computing  (69%). 

AMS  provides  its  500  users  with  in-house  proprietary  software  as  well 
as  software  from  independent  vendors.  Exhibit  A summarizes  applica- 
tions available  on  AMS's  network,  called  AMShare. 

Proprietary  software  was  developed  in  conjunction  with  AMS's  large 
custom  contract  work  and  reflects  the  company's  experience  in  the 
financial  and  distribution  areas. 
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EXHIBIT  A 

AMS'S  AMSHARE  NETWORK  SERVICE  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  370/165  DOS/VSE 

- IBM  3033 

- DEC  20/60 

- DEC  PDP-11  RSX-11M 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- FORTRAN 

- COBOL 

- PL/1 

- WYLBUR 

- BASIC 

- ASSEMBLER 

• DATA  MANAGEMENT  SOFTWARE 

- MODEL  204 

- INQUIRE 

- SYSTEM  1022 

- PANVALET 

- EASYTRIEVE 

• FINANCIAL  APPLICATIONS 

- CGL  (CORPORATE  GENERAL  LEDGER 

- CFS  (CORPORATE  FINANCIAL  SYSTEM) 

- PABS  (PROJECT  ACCOUNTING  AND 
BILLING) 

- GENERATION  FIVE 

- LGFS  (LOCAL  GOVERNMENT  FINANCIAL 
SYSTEM) 


APPLICATION  AREA/PRODUCT  NAME 


• DISTRIBUTION 

• MATHEMATICS  AND  STATISTICS 

- IMSL  (INTERNATIONAL  MATH  AND 
STATISTICS  LIBRARY) 

- SPSS/SCSS 

- SAS 

• GRAPHICS 

- DISSPLA 

- TELLAGRAF 

• PROJECT  MANAGEMENT 

- PROJECT/2 

- SLIM 

• TEXT  RETRIEVAL 

- SCRIPT 

• COMPUTERIZED  PHOTOCOMPOSITION 

• COMPUTER  DRIVEN  LASER  PRINTER 
(X9700) 

• COMPUTER  OUTPUT  MICROFORM 

• OPTICAL  CHARACTER  RECOGNITION 
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• The  Computer  Systems  portion  of  AMS  designs  custom  applications  software, 
and  offers  some  packaged  software  products  and  turnkey  systems. 

Custom  work  is  performed  for  government  agencies  and  commercial 
firms. 


. Value  of  custom  contracts  varies  from  under  $250,000  to  over  $1 
million.  In  1979,  there  were  29  contracts  in  progress. 

. Due  to  the  size  of  custom  contracts,  a small  number  of  clients 
account  for  a large  part  of  fotal  Computer  Systems  segment 
1979  revenues:  Financial  Oversight  Commission  and  the  District 
of  Columbia  (24%),  City  of  New  York  (16%),  Delphi  Associates 
Inc.,  prime  contractor  to  the  State  of  Illinois  (16%),  Standard  Oil 
of  Indiana  (10%),  and  Pickwick  International  (8%). 

Packaged  software  products  and  turnkey  systems  have  been  developed 
through  experience  in  designing  custom  systems.  Products  are 
marketed  for  local  government,  accounting  and  the  distribution  industry. 

. Government  Financial  Systems  markets  the  Local  Government 
Financial  System  (LGFS),  and  LGFS  Plus,  the  latter  of  which 
provides  addifional  features  needed  by  the  larger  local  govern- 
ments. 


LGFS  is  priced  from  $65,000  to  $150,000  and  LGFS  Plus 
from  $ 100,000  to  $270,000.  At  year  end  1 979,  seven  systems 
had  been  installed. 

LGFS  operates  on  IBM  mainframes  (including  the  4300) 
and  DEC  PDP/I I minicomputers.  AMS  can  provide  the 
entire  system  on  the  DEC  machine  as  a turnkey  system. 
A minimum  configuration  costs  $130,000. 

Commercial  Financial  Systems  includes  the  Corporate  Financial 
System  (CFS),  Corporate  General  Ledger  (CGL),  Project 
Accounting  and  Billing  System  (PABS),  and  Generation  Five 
(GFS).  GFS  is  a financial  system  applications  generator  used  to 
customize  prepackaged  software  modules  covering  audit  trail, 
data  integrity,  user  efficiency,  security  and  data  accessibility. 

CFS  is  priced  from  $60,000  to  $105,000;  CGL  from 
$45,000  to  $60,000;  PABS  from  $30,000  to  $45,000;  and 
Generation  Five  from  $30,000  to  $60,000.  A total  of 
seven  systems  were  installed  in  1979. 

Commercial  Financial  Systems  are  also  available  as  turn- 
key systems  for  IBM  mainframes  and  DEC  minicomputers. 
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. Distribution  Business  Systems  provides  a turnkey  system  based 
on  a DEC  PDP/II  minicomputer  to  whojesale  industrial  distrib- 
utors. The  system  includes  order  entry,  order  processing, 
warehouse  picklisting,  invoicing,  accounts  payable  and 
receivable,  inventory  management  and  purchasing. 

As  a turnkey  system,  it  is  priced  at  $250,000.  Three 
systems  were  installed  in  I960. 

The  Management  Consulting  portion  of  AMS  provides  consulting  services  to 
the  federal  government  in  areas  not  completely  computer-related.  Some  data 
processing  organization  and  distribution  management  consulting  is  provided  to 
commercial  clients. 

Management  Consulting's  largest  contract  is  with  the  U.S.  Naval  Sea 
Systems  Command,  which  accounted  for  65%  of  the  segment's  1979 
revenues.  Other  contracts  include  fuel  allocation  for  the  Department 
of  Energy  and  control  of  hazardous  materials  for  the  Environmental 
Protection  Agency. 


INDUSTRY  MARKETS 


AMS 

FIVE-YEAR  SUMMARY  OF  TOTAL  REVENUES  BY 
CUSTOMER  SECTOR 
($  Thousands) 


YEAR 

ITEM 

1979 

1978 

1977 

1976 

1975 

Business  and  private 
organizations 

$20,572 

$15,079 

$ 8,526 

$ 5,985 

$ 5,047 

State  and  local 
governments 

16,382 

9,710 

5,726 

3,986 

626 

Federal  government 

11,037 

6,985 

6,866 

2, 160 

1,553 

Other 

108 

107 

77 

190 

13 

Total 

$48,099 

$31,881 

$21,195 

$12,321 

$ 7,239 

GEOGRAPHIC  MARKETS 


• The  Computer  Systems  segment  conducts  business  near  AMS's  offices  in 
Chicago,  San  Francisco,  New  York  and  Washington  (DC).  AMS  products  are 
marketed  in  the  United  Kingdom  exclusively  by  Scicon  Consultancy  Interna- 
tional Ltd. 
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• The  Computer  Services  business  is  concentrated  in  the  Washington  (DC)  area, 
where  98%  of  1979  revenues  originated.  The  remainder  was  from  the  New 
York  City  area. 

• The  Management  Consulting  portion  is  mostly  with  the  federal  government  and 
centers  in  the  Washington  area. 


COMPUTER  HARDWARE 

• AMS's  data  center  in  Arlington  (VA)  has  installed: 

2 IBM  System  370  Model  165s  operating  under  OS/VS/MVS. 

I IBM  3033  operating  under  OS/MVS. 

3 DEC  DECSYSTEM  20/60s. 

6DECPDP/IIS. 

• AMS  operates  its  own  data  communications  network  in  addition  to  its 
connection  with  the  GTE-Telenet  service. 
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COMPANY  HIGHLIGHT 


AMERICAN  MANAGEMENT  SYSTEMS, 
INC. 

1515  Wilson  Boulevard 
Arlington,  VA  22209 
(703)  841-6000 


Charles  Rossotti,  President 
Public  Corporation,  OTC 
Total  employees:  716 
Total  revenues.  Fiscal  Year  End 
12/31/78:  $31,881,000 


THE  COMPANY 

• American  Management  Systems,  Inc.  (AMS)  was  founded  in  1970  as  a Delaware 
corporation  by  five  former  members  of  the  Office  of  Systems  Analysis  of  the 
Defense  Department.  Lehman  Brothers  contributed  the  initial  equity  invest- 
ment of  $300,000. 

• Initially  a professional  services  firm,  AMS  now  provides  software  application 
packages  and  offers  processing  services,  in  addition  to  professional  services. 

• In  April  1979,  AMS  became  a publicly  owned  corporation  with  shares  trading 
Over  the  Counter. 

• Since  fiscal  1975,  AMS  revenues  have  grown  an  average  48%  per  year  from 
$6.6  million  in  1974  to  $31.9  million  in  1978.  A complete  five-year  financial 
summary  follows: 


AMS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  Thousand  Except  Per  Share  Data) 


— — __£ISCAL  YEAR 

ITEM  " 

1978 

1977 

1976 

1975 

1974 

Revenues 

$31,881 

$21,195 

$12,321 

$7,239 

$6,602 

. % Increase  From 
Previous  Year 

50% 

72% 

70% 

10% 

N/A 

Income  Before 
Taxes  And  Extra- 
Ordinary  Items 

2,259 

2,157 

1,925 

219 

306 

. % Increase  From 
Previous  Year 

5% 

12% 

779% 

-28% 

N/A 

Net  Income 

1,441 

1,197 

967 

133 

197 

. % Increase  From 
Previous  Year 

20% 

24% 

627% 

-32% 

N/A 

Per  Share  Earnings 

1 .28 

1.00 

.78 

.10 

.15 

. % Increase  From 
Previous  Year 

28% 

28% 

680% 

-33% 

N/A 
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• AMS  develops,  installs,  and  operates  computer  systems  used  in  the  manage- 
ment and  administration  of  business  and  government  organizations  through  its 
Computer  Systems  business  segment.  AMS  also  installs  systems  for  operation 
on  its  customers'  computers  and  provides  operational  services  using  its  own 
computers  via  its  Computer  Services  segment.  The  company  has  a Manage- 
ment Consulting  segment  which  currently  derives  substantially  all  of  its 
revenues  from  Federal  Government  clients. 

• The  company's  revenues  for  the  past  five  years  were  divided  among  its 
business  segments  as  follows: 


AMS 

FIVE-YEAR  SUMMARY  OF  REVENUES 
BY  BUSINESS  SEGMENT 
($  Thousand) 


-..^FISCAL  YEAR 

1978 

1977 

1976 

1975 

1974 

Computer  Systems 

$14,393 

$7,516 

$5,453 

$2,922 

$2,768 

Computer  Services 

1 1 ,750 

7,595 

5,234 

3,530 

2,747 

Management  Con- 

suiting 

6,625 

6,422 

1 ,890 

1 ,056 

1 , 176 

The  Computer  Systems  segment  of  AMS  accounts  for  44%  of  business; 
the  Computer  Services  segment,  36%;  and  Management  Consulting, 
20%. 

• AMS  management  attributes  growth  in  1978  revenues  to  an  increase  in  the 
Computer  Systems  segment  by  91%  and  by  55%  in  the  Computer  Services 
segment.  Approximately  6.9%  of  the  Computer  Services  revenues  in  1978  was 
attributed  to  the  acquisition  of  COM  services  from  Maryland  National 
Optimation  Services,  Inc.  (MANOSI)  owned  by  Maryland  National  Bank  in 
January  1978.  The  remaining  revenue  growth  was  generated  internally  by  the 
addition  of  new  customers.  Business  from  existing  customers  remained  at 
substantially  the  same  levels,  and  Management  Consulting  revenues  also 
remained  stable. 

In  1978,  the  following  five  largest  Computer  Systems  customers 
accounted  for  33.5%  of  total  revenues:  City  of  New  York  (three 

agencies),  16.4%;  Committee  on  Financial  Oversight  of  the  District  of 
Columbia,  7.9%;  K Mart  Corporation,  3.8%;  Santa  Clara  County, 
California,  3.0%;  and  Weyerhaeuser  Corporation,  2.4%. 

The  ability  of  AMS  to  compete  effectively  for  large  system  develop- 
ment contracts  will  affect  future  growth  levels. 
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• In  July  1979,  AMS  announced  the  acquisition  of  Computerized  Publications, 
Inc.  (CPI)  of  Arlington,  Virginia.  CPI  is  a phototypesetting  firm  which 
developed  the  PI/ONE  software.  PI/ONE  capabilities  include  text  processing, 
data  manipulation  and  photocomposition.  This  product  will  be  incorporated 
into  AMS'  computer  services. 

• AMS  employees  are  distributed  as  follows: 


Business  managers  and  senior  consultants  10% 

Project  managers  and  department  managers  15 

Computer  system  analysts  35 

Management  and  business  analysts  15 

Technical  analysts  and  programmers  25 


100% 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  64%  of  AMS's  total  revenues  are  derived  from  professional 
services  and  36%  from  processing  services.  Packaged  software  sales  have  not, 
as  yet,  produced  any  significant  contribution  to  total  revenues. 

• The  Computer  Systems  segment  develops  and  installs  large,  complex 
customized  application  systems.  In  1978,  there  were  23  such  contracts  in 
progress. 

Major  clients  and  application  development  work  completed  by  this 
group  include: 

. Weyerhaeuser  Company:  development  of  production  planning, 

distribution  and  inventory  control  systems. 

. Standard  Oil:  integrated  information  system. 

. Fairchild  Camera:  management  reporting  and  tracking  system 

for  their  Watch  Repair  Center. 

. K Mart:  on-line  import  tracking  system. 

Computer  Systems  also  markets  software  packages  which  operate  on 
IBM  computers  and/or  Digital  Equipment  minicomputers.  AMS  has 
developed  these  application  packages  in  the  areas  where  they  have  the 
most  experience:  financial  and  distributed  management  systems. 

Packages  offered  are: 

. General  Financial  System  (GFS)  developed  in  1974:  GFS  is  a set 
of  generalized  software  modules  which  serve  as  the  basis  for 
most  of  the  company's  other  software  products  and  incorporates 
many  of  the  elements  common  to  most  financial  and  accounting 
systems.  Applications  are  implemented  through  the  GFS 
language  of  instructions  and  commands  and  include:  general 

ledger,  cost  accounting,  management  reporting,  billing,  accounts 
receivable,  sales  reporting,  purchase  order,  accounts  payable, 
and  expense  reporting.  Though  modular,  GFS  is  sold  only  as  a 
total  package  costing  between  $35,000  and  $55,000.  There  are 
ten  installations  currently. 
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. Project  Accounting  and  Billing  System  (PABS):  A GFS-bosed 

system  for  professional  service  firms  in  areas  such  as  consulting, 
engineering,  and  research.  Introduced  in  1975,  PABS  includes 
general  ledger,  accounts  payable,  accounts  receivable,  and 
currently  has  five  installations. 

. Local  Government  Financial  System  (LGFS):  Formally 

announced  in  May  1978,  LGFS  was  designed  to  meet  the 
budgeting,  accounting,  and  financial  reporting  needs  of  local 
government  jurisdiction,  such  as  cities,  counties,  and  special 
districts.  The  price,  including  installation  and  training,  ranges 
from  $100,000  to  $175,000.  There  are  three  installations  of 
LGFS  and  four  on  order. 

. Commercial  Financial  Systems;  These  systems  are  designed  to 
meet  the  basic  accounting  and  financial  reporting  needs  of 
different  classes  of  business. 

Comprehensive  Financial  Management  System  (CFMS): 
Designed  for  small  to  medium-sized  business  or  divisions 
of  larger  corporations,  this  system  includes  accounts 
payable,  account  receivables,  and  general  ledger 
functions.  The  price  ranges  from  $43,000  to  $66,000  and 
includes  installation  and  training.  There  are  two  systems 
in  the  process  of  being  installed. 

Corporate  General  Ledger  and  Financial  Information 
System  (CGL):  A budgeting,  accounting,  and  financial 

reporting  system  designed  for  multi-divisional  and  multi- 
national corporations.  Ranging  in  price  from  $48,000  to 
$62,000  including  training  and  installation,  AMS  antici- 
pates the  first  installation  will  be  in  the  third  quarter, 
1979. 

Distribution  System:  Designed  as  a turnkey  system  to  be 
sold  with  a DEC  PDP-11.  The  General  System  for 
Distribution  (GSD)  is  targeted  at  wholesale  industrial 
distributors.  Applications  included  are:  order  entry, 

order  processing,  warehouse  packlisting,  invoicing,  inven- 
tory management,  and  procurement  functions.  The  price 
ranges  from  $1  15,000  to  $390,000.  Active  marketing  of 
this  product  is  not  anticipated  until  1980.  There  is  one 
installation  currently. 

• Approximately  70%  of  the  Computer  Services  revenues  in  1978  were  derived 
from  remote  computing  (interactive  and  remote  batch),  and  30%  was  derived 
from  batch  services.  For  the  approximate  500  Computer  Services  customers, 
AMS  offers  its  own  application  software  (including  GFS  and  CFMS),  as  well  as 
providing  software  systems  obtained  from  independent  vendors  (including 
CICS,  HASP,  OS/MVT,  WYLBUR,  Super  WYLBUR,  PANVALET,  SPSS,  and 
EASYTRIEVE). 

Specialized  application  processing  accounted  for  50%  of  the  Computer 
Services  segment's  revenues  and  general  purpose  data  processing 
accounted  for  the  remaining  50%  in  1978. 
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• Applications  offered  include  membership  management, 
accounting  services,  statistical  surveys,  fund  raising,  payroll,  and 
publication  inventory  control  for  associations  and  other  member- 
ship organizations;  modeling,  data  base  retrieval,  billing,  project 
control,  and  financial  management  for  consulting,  engineering 
and  other  professional  firms;  financial  and  payroll  systems  for 
medium  sized  businesses. 

AMS  also  offers  micrographics  services  which  include  computer  output 
in  the  form  of  both  microfilm  and  microfiche.  Also  offered  is  optical 
scanning  through  the  Optical  Character  Recognition  machine. 

AMS's  Management  Consulting  business  segment  provides  data  processing 
consulting,  principally  to  Federal  Government  clients. 

The  largest  AMS  Management  Consulting  client  is  the  U.S.  Naval  Sea 
Systems  Command  which  accounted  for  76.4%  of  Management 
Consulting  revenues  and  10.8%  of  total  company  revenues. 

Other  agency  contracts  are  with  the  Department  of  Energy,  Defense 
Logistics  Agency,  and  the  Environmental  Protection  Agency. 


INDUSTRY  MARKETS  Forty-seven  percent  of  AMS's  1978  revenues  were  derived 
from  what  can  be  described  as  the  commercial  sector  (business  and  other  private 
organizations).  State  and  local  government  agencies  contributed  30%,  Federal 
Government  22%  and  the  remaining  1%  came  from  miscellaneous  sources.  A five 
year  summary  of  the  revenue  contribution  of  the  four  customer  sector  follows: 


AMS 

FIVE-YEAR  SUMMARY  OF  REVENUES 
BY  CUSTOMER  SECTOR 
($  Thousand) 


~~  YEAR 

ITEM 

1978 

1977 

1976 

1975 

1974 

Business  And  Other  Pri- 
vate Organizations 

$15,079 

$8,526 

$5,985 

$5,047 

$4,757 

State  And  Local  Gov- 
ernment Agencies 

9,710 

5,726 

3,986 

626 

846 

Federal  Government 
Agencies 

6,985 

6,866 

2, 160 

1,553 

999 

Other 

107 

77 

190 

13 

0 
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GEOGRAPHIC  MARKETS 

• While  the  market  for  AMS'  customized  systems  consists  of  large  corporations 
and  state  and  local  government  agencies  throughout  the  U.S.,  approximately 
96%  of  AMS'  Computer  Services  revenues  were  obtained  from  customers 
located  in  the  Washington,  D.C.  area. 

• AMS  has  regional  offices  located  in  Washington,  D.C.,  New  York,  Boston, 
Chicago,  Detroit,  San  Mateo,  California,  and  San  Diego. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• Located  in  the  AMS  computer  center  in  Arlington,  Virginia  are: 

2 IBM  System  370  Model  165s  running  under  OS/VS/MVS  operating 
systems. 

I IBM  System  3033  running  under  OS/VS/MVS  operating  systems. 

I DECSYSTEM  2050 
I DECSYSTEM  2060 
4DECPDP-IIS 

• Customers  gain  access  to  the  AMS  computers  by  high  and  low  speed  telephone 
lines.  In  addition,  the  computers  are  connected  to  the  Telenet  network. 
Access  to  the  AMS  network  is  possible  from  173  U.S.  cities. 
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COMPANY  HIGHLIGHT 


AMERICAN  MANAGEMENT  SYSTEMS, 
INC. 

1515  Wilson  Boulevard 
Arlington,  VA  22209 
(703) 8^1-6000 


Charles  Rossotti,  President 
Private  corporation 
Total  employees;  approximately 
550 

Total  revenues,  fiscal  year  end, 
12/31/77;  $21,500,000 


THE  COMPANY 

• American  Management  Systems,  Inc.  (AMS)  was  founded  in  1970  by  five  former 
members  of  the  Office  of  Systems  Analysis  of  the  Defense  Department. 
Lehman  Brothers  contributed  the  initial  equity  investment  of  $300,000. 

• Initially  a professional  services  firm  specializing  in  computer  applications, 
AMS  now  provides  a range  of  computer  services.  In  1978,  consulting  and 
systems  design  will  generate  about  55%  of  total  revenue;  processing  services 
and  software  products  the  remaining  45%. 

• AMS'  service  expansion  is  shown  by  these  key  events; 

In  1972,  AMS  started  providing  computer  applications  processing  based 
on  computer  time  purchased  from  service  bureaus.  It  offered 
membership  processing  and  accounting  services,  primarily  to  associ- 
ations. 

In  1973,  AMS  acquired  the  service  bureau  and  COM  operations  of 
National  Information  Systems  which  had  an  in-house  IBM  360/65. 
Renamed  the  AMS  Computer  Center,  it  now  utilizes  an  IBM  370/165  and 
a DECSYSTEM-20  in  addition  to  the  initial  360/65. 

In  1975,  AMS  added  software  product  sales  to  its  offerings  with  its 
General  Financial  System  for  IBM  360/370  mainframes.  Currently  in 
use  by  more  than  55  organizations  (including  those  using  GFS  on  AMS 
computers),  GFS  is  compiler-like  software  designed  for  accounting  and 
financial  applications. 

In  late  1977,  AMS  introduced  Digital  Equipment  Corporation's  PDP/II 
version  of  GFS.  AMS  also  became  a DEC  OEM  and  is  now  offering  DEC 
based  turnkey  systems  which  use  GFS. 

• Since  fiscgl  1970,  AMS  revenues  have  grown  an  average  69%  per  year  from 
$550,000  in  1970  to  $21.5  million  in  1977.  Management  expects  fiscal  1978 
revenues  to  exceed  $33  million,  a 53%  increase  over  fiscal  1977  revenues. 
Management  estimates  fiscal  1981  revenues  will  reach  $55  million,  an  annual 
average  growth  rate  of  26%  over  1 977  revenues. 
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• The  AMS  professional  staff  is  distributed  as  follows: 


Business  managers  and  senior  consultants  10% 

Project  managers  and  department  managers  I 5 

Computer  systems  analysts  35 

Management  and  business  analysts  15 

Technical  analysts  and  programmers  25 


100% 

• Marketing  for  consulting  services  has  always  been  handled  by  senior  staff 
members.  A ten  man  marketing  group  handles  processing  services.  Recently, 
AMS  founded  an  internal  marketing  staff  for  its  software  products.  The 
company's  total  marketing  staff  is  expected  to  grow  to  22  by  year  end  1978. 
Much  of  the  product  sales  effort  is  directed  toward  industry  conventions  and 
trade  journal  advertisements. 


KEY  PROfXJCTS  AND  SERVICES 

• In  1978,  55%  of  total  AMS  revenues  will  be  generated  by  professional  services 
projects  (management  consulting  and  systems  design),  many  of  which  utilize 
the  company's  software  products.  Approximately  35%  will  be  derived  from 
processing  services  and  10%  from  software  products. 

• Consulting  projects  have  included  design  and  implementation  of  a financial 
management  system  for  New  York  City  (a  similar  project  has  just  been 
contracted  with  Washington,  D.C.),  development  of  a seed  production  and 
distribution  system  for  DEKALB  AgResearch,  Inc.,  and  a five  year  plan  to 
upgrade  and  streamline  financial  reporting  systems  at  Wells  Fargo  Bank. 

• The  AMS  Computer  Center,  with  more  than  200  clients,  has  two  revenue 

sources:  raw  time  sales  and  applications  oriented  processing  sales.  Each 

generates  approximately  half  of  total  Computer  Center  revenues. 

Computer  Applications  Services  offer  primarily  remote  batch  and 
interactive  processing  services  utilizing  AMS  software  products  in 
addition  to  CICS,  HASP,  OS/MVT,  WYLBUR,  Super  WYLBUR,  PAN- 
VALET, SPSS,  and  EASYTRIEVE. 

Raw  time  is  available  in  batch,  remote  batch,  and  interactive  modes  of 
operation. 

• In  1977,  AMS  began  to  market  its  own  software  in  package  form.  Previously 
available  primarily  through  consulting  contracts,  AMS  software  now  has 
approximately  20  Installations. 
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The  company's  basic  software  product,  the  General  Financial  System 
(GFS),  is  a set  ot  software  modules  which  serve  as  the  basis  tor  most  of 
the  company's  other  software  products.  It  is  a modular,  user-defined 
system  for  implementing  financial  applications.  GFS  produced  applica- 
tions include  general  ledger,  cost  accounting,  management  reporting, 
billing,  accounts  receivable,  sales  reporting,  purchase  order,  accounts 
payable,  and  expense  reporting.  Though  modular,  GFS  is  sold  only  as  a 
total  package.  The  total  system  costs  $35,000  to  $55,000,  has  10 
installations,  and  is  available  for  IBM  360/370  mainframes  running  under 
OS,  VS,  DOS/VS,  and  for  DEC  PDP/I I equipment  (available  as  a turnkey 
system). 

AMS  also  offers  a number  of  specific  industry  and  applications  products 
based  on  GFS  software: 

. The  Local  Government  Financial  System  (LGFS)  was  announced 
at  the  end  of  1977.  It  is  a modular  financial  system  for  state  and 
local  governments.  Its  50  reports  include  those  on  budgeting, 
planning,  encumbrance  control,  expenditure  accounting,  accounts 
payable,  cash  disbursements,  labor  distribution,  revenue  account- 
ing, accounts  receivable,  general  ledger,  cost  accounting  and 
allocation,  billing,  responsibility  reporting,  and  external  financial 
reporting.  LGFS  operates  on  IBM  360/37()  mainframes  and  DEC 
PDP/I  1-34  minicomputers. 

. Project  Accounting  and  Billing  System  (PABS)  is  a GFS-based 
application  for  consulting  firms.  Introduced  in  1975,  PABS 
currently  has  five  installations. 

. A Commercial  General  Ledger  and  Financial  Reporting  System 
will  be  introduced  in  mid-l  978  and  is  designed  to  operate  on  both 
IBM  360/370's  and  Digital  PDP/I  I's.  Management  claims  this 
system  will  have  all  features  of  currently  available  general 
ledger  packages  with  greater  user  flexibility. 

. A Basic  Accounting  System  (general  ledger,  accounts  payable, 
accounts  receivable)  will  be  introduced  in  mid-l 978.  Designed  to 
operate  primarily  on  Digital  PDP/I  I's  this  package  will  handle 
the  accounting  and  reporting  function  for  smaller  organizations. 

In  late  1978,  AMS  will  introduce  its  General  Distribution  Business  System 
(GDBS)  for  DEC  PDP/I  I minicomputers.  Developed  with  partial  support  from 
a major  manufacturer  with  many  distributors,  this  system  will  include  order 
entry,  order  processing,  purchase  order  processing,  inventory  management  and 
control,  and  general  accounting  applications. 

Computer  Output  Microfilm  (COM),  generating  less  than  5%  of  total  AMS 
revenues,  includes  both  computer  to  microfilm  and  computer  to  microfiche 
services. 
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APPLICATIONS 

• AMS  processing  revenues  are  derived  from  utility  and  general  business 
services.  General  business  services  include  payroll  and  personnel,  financial 
applications,  association  marketing  processing,  survey  processing  and  statisti- 
cal analysis,  and  publications  management.  Utility  services  include  COM  and 
photocomposition. 

• Professional  services  include  consulting  and  education,  systems  design, 
development,  and  implementation. 


INDUSTRY  AAARKETS 

• AMS  revenues  are  derived  from  the  following  industries  (listed  in  order  of 
revenue  importance); 

Professional  services 

. Local  governments 

. State  governments 

. Manufacturers 

. Distributors 

. Banks 

. Federal  government  agencies 

Processing  services 

. Associations 

. General  business 

. Investment  banks 

. Construction  firms 

. Consulting  firms 

. Fund  raising  organizations 

. Federal  government  agencies 

. Law  firms 

Applications  software 

. General  business 

. Distributors 

. Government  agencies 
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GEOGRAPHIC  MARKETS 

• The  company's  services  and  software  are  utilized  nationwide.  Major  branch 
offices  are  located  in  Washington,  DC;  New  York,  NY;  Chicago,  IL;  and  San 
Mateo,  CA. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• AMS  uses  an  IBM  360/65  and  an  IBM  370/165  for  batch  and  on-line  processing 
services,  Memorex  1380  front  ends  for  network  connections,  and  a DEC- 
SYSTEM-20  for  interactive  remote  computing.  DEC  PDP/ll's  are  used  as 
front-ends  for  on-line  transaction  processing,  as  well  as  for  product  develop- 
ment. The  company  also  has  several  3M  Betacom  recorders. 

• In  1977,  AMS  announced  that  it  had  interfaced  its  own  network  with  that  of 
Telenet,  Inc.  AMS  services  are  now  available  via  Telenet  in  38  cities,  and  via 
the  company's  own  network  in  four  cities.  The  company's  network  is  composed 
of  dial-up  and  leased  lines. 


-5  - 

April  1978 

© 1978  by  INPUT,  Menlo  Park,  CA  94025.  Reproduction  Prohibited. 


INPUT 


1 


1 


I 


a 


COMPANY  PROFILE 


AMERICAN  PHYSICIANS  SERVICE 
GROUP,  INC 


Jack  Murphy,  Chairman  and  CEO 
Kenneth  Shifrin,  President  and  COO 
Public  Corporation,  OTC 
Total  Employees;  609 
Total  Revenue,  Fiscal  Year  End 


1301  Capital  of  Texas  Highway 


Austin,  TX  78746 
(512)  328-0888 


v^ivai  ixcvciiuc,  I 1 CUI  [ 

End  12/31/86;  $24,61  1,000 


Computer  Services  Revenue; 
$14,826,000 


THE  COMPANY 


American  Physicians  Service  Group,  Inc.  (APS),  founded  in  1974,  provides  a 
range  of  physician  support  services  to  medical  professionals  through  six  wholly 
owned  subsidiaries. 

Three  subsidiaries  provide  computer  services  as  follows; 

. APS  Systems,  Inc.,  headquartered  in  San  Antonio  (TX)  with  323 
employees,  provides  batch,  remote  consulting,  and  facilities 
management  processing  services,  software  products,  and  turnkey 
systems.  This  unit  operates  as  APS  Databill,  Inc.  in  California. 

. APS  Practice  Management,  Inc.,  with  6 employees,  and  Physi- 
cians Office  Systems,  Inc.,  with  I I I employees,  provide  billing 
and  collection  services  for  physicians  and  various  noncomputer 
services  for  practice  management. 

APS's  noncomputer  services  activities  include  providing  business  forms 
and  supplies,  management  services  for  four  insurance  companies,  and 
security  brokerage  services  to  retail  and  institutional  clients. 

APS'  total  1986  revenue  was  $24.6  million,  a 1%  increase  over  1985  revenue  of 
$24.3  million.  Computer  services  revenue  was  $14.8  million,  a 6%  decrease 
from  $15.7  million  in  1985.  A five-year  financial  summary  follows; 
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AMERICAN  PHYSICIANS  SERVICE  GROUP,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


Fiscal  Year 

1986 

1985 

Item 

1984 

1983 

1982 

Revenue 

Computer  services 

$ 14,826 

$ 

15,734 

$ 13,834 

$ 

1 1,483 

$ 

7,327 

Other 

9,785 

8,592 

7,052 

4,755 

2,2\3 

. Percent  increase 

$24,61  1 

$24,326 

$ 20,886 

$ 

16,238 

$ 10,540 

from  previous  year 

1% 

16% 

29% 

54% 

33% 

Income  (loss)  before 

taxes 

. Percent  increase 

$ 801 

$ 

(623) 

$ 1,191 

$ 

1,475 

$ 

517 

(decrease)  from 
previous  year 

229% 

(152%) 

(19%) 

185% 

67% 

Net  income 
. Percent  increase 

$ 801(a) 

$ 

(623) 

$ 991 

$ 

1,077 

$ 

354 

(decrease)  from 
previous  year 

229% 

(163%) 

(8%) 

204% 

48% 

Earnings  (loss)  per 

Q 

share 

. Percent  increase 

$ 0.14 

$ 

(0.1 1) 

$ 0.17 

$ 

0.25 

$ 

0.09 

(decrease)  from 
previous  year 

227% 

(165%) 

(32%) 

178% 

50% 

(a)  Includes  an  extraordinary  credit  of  $395,000  for  utilization  of  tax  benefit  of 
operating  loss  carryforward. 


Revenue  from  continuing  operations  (excluding  $2.3  million  in  1985  revenue 
from  Computer  Information  Architects,  which  was  sold  in  1985)  rose  12% 
from  $22  million  in  1985  to  $24.6  million  in  1986. 

Total  computer  services  revenue  declined  6%  during  1986.  Processing  and 
related  revenue  rose  8%,  primarily  as  a result  of  acquisitions  and  territorial 
expansion.  Hardware  and  software  sales  decreased  52%  due  to  a change  In 
emphasis  from  turnkey  installation  sales  to  processing  services  and  as  a result 
of  the  sale  of  Computer  Information  Architects.  A three-year  summary  of 
computer  services  source  of  revenue  follows  ($  thousands): 
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Fiscal  Year 

1986 

' 1985 

1984 

Item 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Processing  and  related 
services 

$13,072 

88% 

$12,076 

77% 

$9,133 

66% 

Hardware  and  software 

1,754 

12 

3,658 

23 

4,701 

34 

Total 

$14,826 

100% 

$15,734 

100% 

$13,834 

1 00% 

• Recent  computer  services-related  acquisitions/divestitures  made  by  APS 
include  the  following; 


In  September  1985  APS  sold  the  assets  of  Computer  Information  Archi- 
tects (CIA)  to  its  previous  owners  for  a promissory  note  of  $726,000 
secured  by  100,000  shares  of  APS  common  stock. 

. CIA,  a provider  of  patient  billing  processing  services  and 
turnkey  systems  to  dental  groups  in  Texas,  New  Mexico,  and 
Oklahoma,  was  originally  acquired  by  APS  in  December  1984. 

. APS  continues  to  own  and  market  CIA's  Medic  product  for 
physicians. 

In  September  1985  APS  acquired  CMS  Medical  Billing  Systems  for 
$230,000  in  cash  and  a note  for  $811,000.  The  acquisition  was 
accounted  for  as  a purchase. 

. CMS  provides  batch  and  interactive  patient  billing  processing 
services  to  over  140  medical  practices  in  California. 

. The  operations  of  CMS  have  been  merged  into  APS's  data  center 
in  Woodland  Hills  (CA). 

In  October  1986  APS  acquired  Physicians  Office  Systems,  Inc,  (POSI) 
and  a related  company,  Data  Terminal  Corporation  (DTC),  for  $2.6 
million.  The  acquisitions  were  accounted  for  as  purchases. 

. POSI  manages  billing  and  collection  functions  for  more  than  400 
hospital-based  physicians. 

. DTC  is  a medical  data  processing  and  management  firm. 

. The  operations  of  POSI  and  DTC  have  been  merged  with  APS' 
San  Antonio  data  center. 


3 of  6 

September  1 987 

©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


AMERICAN  PHYSICIANS  SERVICE  GROUP,  INC. 


Revenue  for  the  six  months  ending  June  30,  1987,  reached  $14.7  million,  a 
30%  increase  over  $11. 8 million  for  the  same  period  In  I 986.  Net  income  rose 
1 14%  from  $352,000  to  $755,000. 


Major  competitors  include  Cycare  Systems,  Inc.;  Shared  Medical  Systems;  and 
various  small,  local  companies. 


KEY  PRODUCTS  AND  SERVICES 


Approximately  88%  of  APS'  1986  computer  services  revenue  was  derived  from 
its  various  processing  services  (60%  batch  and  28%  remote)  and  12%  from 
turnkey  hardware/software  sales. 


The  company  has  deemphasized  its  turnkey  systems  business  over  the 
past  three  years  and  is  focusing  on  a total  service  approach,  including 
processing,  facilities  management,  and  associated  support  services. 


The  company's  processing  services  are  marketed  to  small-to-medlum  medical 
practices,  including  multi-physician  and  solo  practices.  Office  management 
and  billing  services  are  also  provided  to  hospital-based  physicians. 


APS'^  management  systems  process  patient  and  accounting  information 
and  include  complete  general  ledger,  accounts  receivable  and  payable, 
payroll,  order  entry,  and  inventory  functions. 

• The  systems  provide  for  patient  recalls  and  specialized  reports 
on  items  such  as  revenues,  earnings  projections,  and  patient 
profiles. 


The  systems  produce  statements  for  direct  billing  to  patients  as 
well  as  preparing  forms  for  filing  of  insurance  claims. 


A telecommunications  feature  permits  systems  users  to  file 
insurance  claims  for  residents  of  the  state  of  Texas  through  a 
direct  link  with  the  agencies  administering  Medicare,  Medicaid, 
and  Blue  Shield  programs. 


Word  processing  and  letter  quality  printing  features  are  also 
available. 


Modems  provided  to  clients  permit  on-line  communications  with 
various  third-party  data  bases,  including  Dow  Jones  News 
Retrieval  Service,  AMA/NET,  MEDLINE,  and  Compusource,  for 
access  to  medical  Information. 
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Pro-Batch,  the  company's  batch  service,  allows  the  physician's  office 
staff  to  transmit  customized  patient  fee  slips  and  receipts  to  an  APS 
data  collection  center.  The  information  is  stored  at  an  APS  data 
center  and  the  physician  is  provided  with  updated  reports.  Pro-Batch 
summarizes  all  accounts  and  provides  detailed  reporting  of  statements, 
insurance  claims,  and  other  relevant  information.  There  are  currently 
over  550  Pro-Batch  clients. 

Pro-Link  permits  physicians  to  access  APS'  data  center  via  a micro- 
computer. There  are  currently  over  180  Pro-Link  clients. 

Pro-Share  is  APS's  on-line  service. 

As  a result  of  the  acquisition  of  Physicians  Office  Systems,  Inc.  (POSI) 
in  1986,  APS  also  manages  the  billing  function  for  over  400  hospital- 
based  physicians  in  such  areas  as  anesthesiology,  radiology,  pathology, 
and  emergency. 

• During  1986  APS  initiated  facilities  management  services  for  large  clinics  and 
university-based  medical  practices  as  a source  of  recurring  revenue. 

The  first  medical  school  facilities  management  contract  was  signed 
with  the  Medical  College  Physicians  Group  of  the  University  of 
Arkansas  for  Medical  Sciences.  This  system  became  fully  operational 
in  July  1 987. 

Projected  annual  revenue  for  each  system  Is  $1  million. 

• APS  Bullet/3000  is  the  company's  newly  completed  HP-3000-based  software 
product  for  medical  schools  and  large  medical  groups. 

Applications  supported  include  registration,  patient  billing.  Insurance 
processing,  collection  follow-up,  management  reporting,  equity  alloca- 
tion, and  appointment  scheduling. 

Bullet/3000  is  priced  from  $80,000  to  $600,000. 

During  I 986  APS  entered  into  an  agreement  with  Hewlett  Packard  (HP) 
whereby  HP  will  market  Bullet/3000  with  Its  hardware. 

• APS  continues  to  offer,  but  has  deemphasized,  its  microcomputer-based  Medic 
turnkey  systems  for  physicians. 

The  systems,  which  provide  practice  management  applications,  have 
been  marketed  to  physicians  in  Texas  and  Arkansas  since  1981. 

Systems  are  based  on  IBM,  Texas  Instruments,  and  various  other  micro- 
computers. Prices  range  from  $15,000  to  $200,000.  There  are 
currently  over  600  systems  Installed. 


5 of  6 

September  1987 

©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


AMERICAN  PHYSICIANS  SERVICE  GROUP,  INC. 


o 


INDUSTRY  MARKETS 

• Almost  all  of  APS'  1986  computer  services  revenue  is  derived  from  the 
medical  industry. 

- APS  targets  its  processing  services  and  turnkey  systems  to  small-to- 
medium  medical  practices  and  hosptial-based  physicians. 

APS^  targets  its  facilities  management  services  and  its  Bullet/3000 
application  software  to  large  clinics  and  university-based  medical 
practices. 

The  company  currently  has  over  18,000  physician  clients. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  APS'  1986  computer  services  revenue  was  derived 
from  the  U.S. 

• APS  Systems  has  sales  and  service  offices  in  Houston,  San  Antonio,  and  Dallas 
(TX);  Woodland  Hills,  San  Diego,  and  San  Francisco  (CA)  (doing  business  as 
APS  Databiil,  Inc.);  Little  Rock  (AK);  Jackson  (Ml);  and  Minneapolis  (MN). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• APS'  primary  data  centers  are  located  in  San  Antonio  (TX)  and  Woodland  Hills 
(CA)  and  have  the  following  systems  installed. 

San  Antonio  (TX). 

I IBM  «6l-5,  DOS/VSE. 

Woodland  Hills  (CA). 

I IBM  360/40,  DOS. 

I IBM  4341-1,  DOS/VSE. 

I IBM  4341-2,  DOS/VS. 

. I HP  3000-48,  MPE-V. 


O^ther  data  centers  supporting  APS'  processing  services  are  located  in  Houston 
(POSI),  Little  Rock,  and  Jackson  (MS). 

Clients  access  APS'  data  centers  via  direct  dial  and  courier. 
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